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NATIONAL AFFAIRS, POLICY ECONOMIC 


JINGJI RIBAO ON REFORM, THEORETICAL WORK 
HKO20750 Beijing JINGJI RIBAO in Chinese 14 Jul 87 p 3 


[Article by Wang Zhenzhong (3769 2183 0022) and Chen Donggi (7115 2639 3825): 
"Reform: Challenge to and Breakthrough in Economic Theories” ] 


[Text] The economic structural reform in China is looked upon as a challenge 
to the conventional economic structure and, what is more, a challenge to and 
breakthrough in conventional economic theories. The acknowledgement and 
development of the socialist commodity economy have been generally accepted as 
a fundamental breakthrough in conventional understanding of socialism and as 
an enrichment and development of Marxist theory. Since the 3d Plenary Session 
of the 11th CPC Central Committee, it can be said that, centering on the 
question of developii‘g the commodity economy, the theoretical circles of our 
country have settled uccounts with conventional theories and the "leftist" 
ideology and made breakthroughs in many major theories. 


1. Break Down the Convention of Abstractly Talki: g About Socialist Principles 
Without Mentioning the Development of the Productive Forces; Set a Standard 
for Appraising Socialist Achievements in Compliance With the Productive Forces 


The end of the 10-year turmoil marked the beginning of a historical change in 
China. People started thinking over and over why we had built socialism for 
many years but still we could not extricate ourselves from poverty and 
backwardness. Finally, we came to understand that for a long time, we had 
taken a strongly one-sided approach to the research of the productive forces 
and productive relations. It could be clearly seen that we abstractly talked 
about socialist principles without mentioning the development of the 
productive forces and stressed the building of socialism only by changing the 
relations of production. Such one-sided approach to theory was exaggerated in 
practice and even carried to extremes, thus believing that to get rid of the 
backward economy, it is necessary to continuously change the relations of 
production. Consequently, the imposed relations of production sapped the 
vitality of the productive forces and some major links of the productive 
relations became frozen or even dead because they did not conform to the level 
of productive forces. 


Experience has demonstrated that socialism is superior to cupitalism not only 
in the essential factors of productive relations such as public ownership and 
distribution according to work, but also in the essential elements of the 








productive forces. Integration of the "progressive" productive relations and 
the backward productive forces is not an ideal formula for building socialism. 
The decided superiority of socialism is shown in developing the productive 
forces at a faster pace and to a higher level. Thanks to the new theoretical 
understanding, we were able to correct the misunderstanding and prejudice 
aga’nst Marxism and settle accounts with the extra-leftist ideological trend 
resulting from preaching of the theory of class struggle and from criticism of 
the “theory of the omnipotence of productive forces prevailing during the 10- 
year "Cultural Revolution.” In the 8 years since we started reform, we have 
concentrated our efforts on economic construction and vigorous emancipation 
and development of productive forces. This is not only an achievement in 
practice but also a great breakthrough in theory. " 


2. Break Down the Creed That Socialism Develops Only Public Ownership; 
Establish the View That Socialism Should Develop Diversified Economy 


China’s socialist commodity economy started developing on a meager basis; this 
determined that we should not select the system of ownership at will. 

However, conventional economic theories deny that the ownership system may 
subscribe to different structural forms under different economic circumstances 
and different levels of productive forces, but adhere to the principle that 
socialist public ownership is based on only two forms--state ownership and 
collective ownership, the letter of which should be upgraded to the former. 
Guided by such theories, we embarked on a wrong way of developing the 
structure of socialist social ownership. In practice, we adopted the unitary 
system of public ownership and made it increasingly more pure and regarded the 
private economy and other economic sectors as "tails of capitalism" and made 
every effort to cut them off. After the 3d Plenary Session of the 11th CPC 
Central Committee, the conventional creed of ownership was fundamentally 
broken down by new economic theori*s and reform measures. 


In the aspect of extension, we discarded the old view that socialism can only 
adopt the unitary system of public ownership and affirmed that the pattern of 
our socialist ownership must be restructured by applying the principle of 
"with public ownership as the main body, various forms of ownership are 
accepted and mingled together.” Such a theoretical breakthrough opened up a 
prospect of read justing our structure of ownership and carrying out reform, 
such as allowing the existence and development of different forms of 
individual ownership and other non-public ownership, breaking down conventions 
of sharply demarcating different forms of ownership, and allowing the "jointly 
operated" form of infiltrating and mingling with each other between state-run 
enterprises, between collectively-run enterprises, between state-run and 
collectively-run enterprises, between collectively-run and individually- 
operated enterprises, between individually-operated enterprises themselves, 
and between Chinese and foreign enterprises. 


In the aspect of intention, we negated the viewpoint that the system of 
collective ownership is inevitably transmitted to the system of state 
ownership during the initial stage of socialism and established the viewpoint 
that the system of collective ownership is compatible with the productive 
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forces of different socialized degrees. We discarded the viewpoint that 
public ownership is based only on the two forms of state ownership and 
collective ownership and put forth the viewpoint that the modern form of 
public ownership can also be mingled with other forms of ownership such as the 
system of collective ownership. We abandoned the old idea that “state-owned” 
and "state-run" enterprises should be unified and the property right of 
state-owned assets should be controlled by the state and advanced the new idea 
that the ownership and management power of state-owned economy can also be 
appropriately separated, the property right can be changed in the sphere of 
state-run enterprises, and a system of property right can be established 
according to the principles governing the commodity economy. All this has 
laid a foundation tor separating government from enterprise function in state- 
run enterprises and turning them into relatively independent commodity 
producers and created conditions for establishing a rational mechanism of 
enterprise operation that is suited to the needs of developing the commodity 


economy . 


3. Discard the Rigid Theory of Setting Market Against Planning; Create a New 
Economic Pattern of Integrating Market With Planning 


To vigorously develop the socialist commodity economy, we must employ the 
market mechanism and use the law of value to readjust the economy. However, 
conventional economic theories set the market against socialism and planning, 
repel the market mechanism, and hold the :ne-sided view that the highly 
concentrated and unified management system is the sole pattern of the 
socialist planned economy. After the 3d Plenary Session of the 11th CPC 
Central Committee, the economic circles compared and studied socialist 
economic patterns and found that our socialist economy does not have only one 
principle of operation and, on the contrary, it can adopt different kinds of 
operational mechanisms. Today, the waves of world technological revolution 
are pounding us and international division of labor an’ cooperation are 
developing rapidly. Under such circumstances, if we still stick to the 
fossilized pattern that controls economic operations totally by administrative 
orders and separates our enterprises from world markets, we can hardly achieve 
good efficiency and effect for the operation of our socialist economy. In 
view of this, we have completely discarded the viewpoint that takes the market 
and planning as two diametrically opposed things and the viewpoint that 
believes centralized planning is omnipotent. In the economic structure, we 
have boldly employed the market mechanism, which trades in consumer goods 
markets and also allows the means of production, funds, labor service, 
technology, and information to enter the market as commodities, thus 
establishing a perfect socialist market system. This is a creation of far- 
reaching significance in the history of our socialist development. 


4. Discard the Viewpoint of Taking Socialism as a "Quickly Passing Period"; 
Advance the Theory That China Is Still in the Initial Stage of Socialism 


Conventional theories regard socialism as a "quickly passing period," and 
believe that as long as the private economy is transformed, the transition 
from socialism to communism will be quickly realized. Facts have proved that 








such a "quickly passing period” viewpoint threw our economic theories and 
practice into chaos. This is because the more we think socialism as a 
“quickly passing period,” the more we want to accelerate completion of the 
period by means of some political campaigns such as "class struggle" and the 
more we are apt to see communism as a target that can be achieved in a short 
period of time. This constitutes the basic theoretical source of the extra 
"leftist" ideology that prevailed throughout our country before the reforms 
were initiated. We have now come to understand that socialism can be regarded 
as a relatively steady and independent social economic formation, that it has 
several stages of development, and China is now still in the initial stage of 
socialism. The confirmation of such theory of “independent formation” and 
"initial stage" is important for us to steadily develop the socialist 
commodity economy in a long run. It has made our theory and policies have a 
foothold in reality and codified in law. It can also restrain us from rashly 
replacing the product economy by the commodity economy and distribution 
according to need with distribution according to work in the future. 


5. Discard the Closed, Self-Sufficient Economic Structure; Establish an Open 
Economic Structure That Can Face Competition in World Markets 


Shortage of funds and low level of technology are two major obstacles to our 
development of the socialist commodity economy. To remove the two obstacles, 
one of the basic choices we have made is to break down the closed, self- 
sufficient economic structure and apply the strategy of opening up to the 
outside world by taking an active part in international competition. This is 
the inevitable outcome of efforts we have made to settle accounts with the 
natural economy and product. economy and to promote the commodity economy. In 
the past, we restricted our economic activities to the domestic market, gave 
less attention to foreign exchanges, and did not have a strong sense of taking 
part in international competition. This practice of national seclusion 
widened the gap between our country and the developed countries. The basic 
theoretical viewpoints we have defined on the integral strategy of © «ning up 
our country to the outside world since the reforms are: 1) On the tasis of 
self-reliance, we open our country in all directions to the outside world, 
either the East or the West, and either socialist countries or capitalist 
countries, and we promote exchanges of mmodities as well as exchanges of 
funds and technology. 2) We take open. _ up to the outside world as a long- 
term state policy. 3) We seek various forms of strengthenin’! our cooperation 
with other countries favorable for our development of productive forces. 

4) We continuously stimulate our competition in the world markets to link our 
pattern of economic operations with the worldwide pattern of economic 
operations marked by ¢ivision of labor, cooperation, competition, and 
amalgamation. This has laid a solid theoretical basis for turning out economy 
based entirely on self-sufficient natural economy into one based on the 
commodity economy aiming at opening up to he outside world. 


6. Chan#e Methods of Studying Economics Without Paying Adequate Attention to 
Facts, Quantitative Analysis, and Induction of Experience; Adopt Colorful 
Methods and Measures of Economic Analysis 











Taking socialist economic operations as imitation and duplication of 
anticipated rules, making simple analysis of economic processes by inference, 
and describing them with some du]l "essential regulations” are the 
manifestation of ossified economics and the theoretical roots of falling into 
error. Since the reforms, many workers engaged in economic theories have 
freed themselves from the conventional ways of research and paid more 
attention to probing analysis through facts, quantitative analysis, induction 
of experience, and truthful description. Such colorful methods of analyzing 
the economy are matched with lively economic operations. This has effected a 
great change in the ways of studying our socialist economy. It can be gaid 
that these dynamic ways of economics research have resulted from profound 
changes that have taken place in our conception of economics and ways of 
economy. Meanwhile, another meaning of the changes in the methodology of 
economics to the economic theoretical circles is that we have decided to 
engage in the study of the commodity economy and we have been enabled to 
boldly introduce and use for reference the useful parts of Western economics 
to open up Marxist theoretical research to the outside world. 


It must be pointed out that a number of great breakthroughs our country has 
made in economic theoretical research over the past few years are still far 
from enough to meet the needs of reform. No doubt, theoretical research 
workers should make endless efforts to deepen their understanding and raise 
working efficiency in taking up the challenge of reform. 


/6662 
CSO: 4006/888 








NATIONAL AFFAIRS, POLICY ECONOMIC 


JOURNAL ON REPEATED CYCLES, REFORM PROGRESS 
HKO40150 Beijing JINGJI YANJIU in Chinese No 5, 20 May 87 pp 35-38 


{Article by Zhou Xiaochuan (0719 1420 1557) and Feng Ailing (758 5337 3781) 
of the State Restructuring of the Economic System Commission: “Avoid 
Repeated Cycles, Strive for Real Progress in Reform"~-written in April 1987] 


[Text] Many foreign economists studying economic reforms of the Soviet Union 
and Eastern Europe once held that the phenomenon of having repeated cycles of 
"“decentralization--centralization--decentralization--centralization"” of power 
often took place in the economic structural reforms of socialist countries. 
In varying degrees, this phenomenon also exists in China. 


I. We Must Review Some Phenomena of Having Repeated Cycles in China’s 
Econom. c Work 


After the founding of the Republic. the repeated cycles of"decentralization-- 
centralization” of power often occurred in China’s economic work. In 1958, 
China adopted, in the course of reform, measures for decentralizing power, 
such as decentralizing the power of jurisdiction, the power of planning and 
management, the power of examining and approving capital construction 
projects, and the power of granting credits. This sharply reduced tho work of 
unified distribution departments concerning goods and materials. This 
practice developed the system of "retaining receipts through classification” 
of revenues between the budgets of central and local levels. It also adopted 
some measures for expanding the power of enterprises in terms of manpower, 
capital, and materials as well as in terms of supply, production, and sales. 
(Footnote 1) ("Economic Structural Reform of Contemporary China," edited by 
Zhou Taihe (0719 1132 0375), Publishing House of the Chinese Academy of Social 
Sciences, 1984 Edition) This system was later abolished, and China once again 
took the old road leading to the centralization of power. 


Judging from the situation of reform over the past 8 years, reform through the 
sharing of the financial revenue, in which revenues of the financial system, 
beginning from 1980, were shared on a proportional basis accordiryg to their 
administrative ranks in the financial system (rather than according to the 
nature of taxes or the functions of local governments), expanded the local 
financial power. This was marked by the typical feature of reform through the 
division of administrative power. Due to its inherent shortcomings, however, 
we could not but consider a revision of such a reform in the financial 
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structure and acts of boosting the power centralized by the central financial 
authorities, in order to further carry out reforn. 


After the introduction of practices such as retaining profits and contracting 
profits (including various experimental units and methods of promoting the 
contract system) in 1979, the financial structure of industrial enterprises 
aflopted the “replacement of profit delivery by taxation.” Many economists 
held that such a step showed that cur reform had reached the mature stage and 
that we had found the correct direction. (Footnote 2) (B. Naughtan: "Review 
of the Economic Reform of the Chinese Indust:ial Departments," “Comparison of 
the Economic and Social Systems” No 2, 1987) But the focus has recentiy been 
switched back onto the contract system. Some iocalities have even abolished 
indirect taxes, and the situation has Secome the “replacement of taxes by 
profit delivery.” Furthermore, comrades who atvocate the contract syste also 
hold that the implementation of the contract system is mainly a measure for 
the present stage, and the future measure will be once again the one for 
readjusting taxes. (Footnote 3) (Whether or not it is appropriate to include 
the income of an owner into the “taxes” in the two-step “replacement of profit 
delivery by taxes” is another issue worth our special discussion. ) 


On the investment structure, over the years we repeatedly decentralized the 
decisionmaking power and the fund-raising power in terms of capital 
construction and in the areas of replacing and transforming the investrent. 
But since our reforms of pricing and taxation were not implemented in a 
coordinated way, a number of duplicated construction projects and small 
enterprises with poor economic results have developed. (Footnote 4) ("Reform: 
A Challenge and Choice We Are Facing,” by the comprehensive investigation team 
of the Chinese research institute for economic structural reform, JINJI YANJIU 
No 11, 1985) The situation also exerted pressure om the central authorities 
to invest heavily in the construction of such fundamental facilities as energy 
and transportation. The increase of overall demand was so great that it 
greatly surpassed the limit of endurance. Therefore, we had t» strengthen our 
control over the overall demand and introduced the “three guarantves and three 
limits,” thereby developing the repeated cycles of “decentralization-- 
centralization” of power in the investment structure and the distribution of 
financial power. 


The phenomenon of incomplete “decentralization--centralization" of power often 
takes place in many areas. The most typical one is in the foreign trade 
system, in which there develops the incomplete reform of “two ups and two 
downs ," so that the current foreign trade work still cannot free itself from 
the cycle of becoming chaotic once a relaxed attitude is taken, and becoming 
lifeless once the rules become rigid. 


Now, China is at the crossroad where it must determine the strategy of reforn. 
Subjectively speaking, though China has, following the 3d Plenary Session of 
the 12th CPC Central Committee, showed no wish to “relax and then tighten" 
control, it will not ¢@>5 any good to help us wisely determine our strategy if 
we do not pay close attention to cr draw lessons from cur past experience 
concerning the repeated cycles. On the contrary, another repeated cycle may 
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develop and our reform will become costly or even become protractedly 
fluctuating and regressive. 


II. Major Cause for the Repeated Cycles in Our Reform 


There are two major causes for the repeated cycles in our reform. Ome is that 
there are some inherent shortcomings im our reform in terms of strategic 
deployment and policy coordination, which is often ineluctable. The other one 
comes from the political ideology. 


The first major cause is mainly reflected in the following areas: 


1. As we often began our reform work in areas which could bring quick results 
withi: 9 short time, we did not correspondingly coordinate our reform in terms 
of pricing and taxation when various measures were introduced. Therefore, the 
interest of macroeconomic and the results of microeconomics were harmonized in 
terms of production, investment, circulation and foreign trade. This could 
only further highlight the structural shortcomings and instability which were 
brought about by the incomplete reform. Such instability forced the reformers 
to make the following choice: Shall we promptly carry out the dovetailed 
pricing reform and tax reform so that the speed of reforms among enterprises, 
in the market and in the macroscopic readjustment will become coordinated? 
Shall we restore to a certain extent the centralized system? The main reasons 
for the above contradiction are: 1) Our insufficient theoretical preparations 
prevented us from carrying out reform successfully and we did not have a 
thorough understanding about the objectively of the economic rule. Toa 
greater extent, we depended on our past experience (including an excessive 
dependence on our experimental units when conducting our study, hesitation for 
a while before taking a step forward, and so on); 2) as the pricing reform 
involves the issue of inflation and the tax reform involves the issue of 
interest readjustment and bankrupt enterprises, many comrades unconsciously 
and naturally avoid these tough but risky reforms; 3) some comrades assume 
that in order to solve the increasingly serious shortage problem, we must 
mobilize various types of initiative and stimulate the supply. At the same 
time, we must check the expanding scale of investment and harden acts of self- 
constraints among enterprises in order to create a situation for the pricing 
and tay reforms. However, there are salient inherent contradictions in the 
prerequisite of such an assumption. Therefore, it is most probably a castle 
in the air. 


2. The work of macroeconomic decisionmaking depends so much on the human 
factor, rather than reflecting some "guidelines" of the objective economic 
rules, that the macroeconomic interest is undermined. The main reasons for 
this is that during reform, the government administrative officers at various 
levels cherished some impractical hopes in their actions. Professor Li Yining 
said: We should not pin excessively high hopes on the acts of government. We 
hold that this viewpoint is justifiable. Whenever a central government 
exercises an excessive control, including on trivial matters, its efficiency 
will drop and it tends to make mistakes. But if it concentrates its efforts 
on major issues, it efficiency may be improved. At present, the capability of 
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the central government in supervising and administrating the economy is 
determined and limited by the decisionmaking mechanism, the volume of 
information, the capability of information processing (including the human 
factor) and other factors. But some comrades based their argument on these 
grounds and proposed that since the central government could not govern 
everything, we should break the function of macroscopic readjustment into 
small pieces and hand them over to local government at various levels. This 
showed that they pinned too high a hope on the local administrative officers 
at various levels. In fact, in most cases, they cannot concurrently have the 
capability of readjusting both the macroscopic interest and the microscopic 
one in terms of decisionmaking motives, examination responsibility, structural 
organization and so on. Furthermore, the central authorities usually do not 
have the necessary, unified rules, The government administrative officers are 
thus given considerable flexibility. This inevitably brings about repeated 
mistakes made in the macroeconomic, and the macroeconomic interests are 
undermined. Therefore, pressure for centralizing the power develops once 
again. 


We do not oppose the management practice marked by levels, but we doubt 
whether or not we can carry out our "macroscopic" management in such a way. 
This is because this means that we have to decentralize to various local 
governments the power concerning the overall supply of currency, the overall 
balance in international revenues and expenditure, the industrial policy as 
well as the overall balance in foreign trade. So far we are still not able to 
find a successful practical example illustrating such an assumption. 


3. As we lack a powerful organization for exercising macroscopic supervision, 
various comprehensive economic departments care only for their interests and 
stick to their views on many issues. They often reach a deadlock during their 
discussions. The lack of coordination in their policy making structure 
promotes further contradictions among themselves. For example, the documents 
went to the lower level, as well as the policies formulated, by each of them 
within their jurisdiction, often contradict each other, and often conflict 
with other policies formulated by other departments. Therefore, it is very 
difficult for the state leaders, who are fewer in number, to make a judgment, 
thereby affecting the making of a scientific decision. Recently, the 
incomplete reform measures as well as some experimental units of various 
departments have been further marked by their characteristics and they are 
simply incompatible with each other. Such a situation has weakened the 
macroscopic supervision and has caused instructions to be repeatedly amended. 
Therefore, some comrades are doubtful about the possibility of establishing a 
new system and the feasibility of exercising an indirect macroscopic 
supervision by basing on the market system as the mediun. 


4. Reform of decentralizing part of the power, which may bring about short- 
term effects, often develops many new contradictions among regions, among 
departments, between the central and local levels, between the government and 
enterprises, and even between the government and the masses. For example, the 
special policies adopted by the special economic zones and some coastal 
provinces in the areas of overseas purchase and foreign exchange profit 








retention have developed an artificial and unfair competition, thereby 
worsening the contradictions among regions. Recently, the situation of 
wrangling among government departments, particularly among the planning 
committees, economic committees, financial departments, banks and foreign 
trade departments, has become more serious. In some cases, its seriousness 
has even reached a staggering stage. The central government and the local 
government often engage in protracted bargaining on different issues, thereby 
wasting quite a lot of government time. Also, the relationship between the 
enterprises and the government is put in a dilemma where the enterprises "do 
not want to have a boss but cannot do without him." Such a phenomenon has 
once again made some comrades opt for the centralization of power. 


The second major cause for developing the repeated cycles of reform is mainly 
reflected in the following areas: 


1. In the wake of the intensified decentralization of administrative power, 
groups representing the interests of various administrative organizations have 
gradually developed. To protect and strengthen their vested interests, some 
of them propose and uphold policies which guarantee their interests. 
Therefore, the economic structure lacks internal coordination and becomes 
fragmented, thereby giving another excuse for centralizing the power again. 


2. As the incomplete reform lacks a clear aim and there are no workable 
provisional ways in terms of theory and practice, it is not attractive and 
wakens people’s confidence in the prospects of reform, as well as their 
consciousness in overcoming difficulties. It even helps people nurse their 
grievances. Compared to these murky prospects, the shortcomings of 
traditional planning structure are less serious, which is unfavorable to 
making people understand in theory the necessity and urgency of carrying out 
reforms. Whenever our reform encounters difficulties, a theory which aims at 
slightly revising the traditional structure will become more attractive. 


III. Only When We Reform in a Systematic, Radical, and Coordinated Way Can We 
Avoid Repeated Cycles 


In order to illustrate this problem, we must analyze the occurrence of 
economic and structural stability under a certain system, as well as the 
structural instability in the course of reform. 


When expounding the super stable structure of Chinese feudal society in his 
book "Behind the Historical Scene--Probing the Super Stable Structure of 
Chinese Feudal Society,’ Comrade Jin Guantao [6855 6034 3447] attempted to use 
the theory of control to explain the stability of social! functions mechanism. 
The so-called stability of the economic structure mainly referred to its 
inherent logical relations, which are marked by completeness and coordination. 
In other words, any attempt at removing the interference of that system would 
end in failure in the long run, and the original structure would eventually 
put things back in their places. It would continue to moderate steadily or 
with minor revision but without changing its basic characteristics. 
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In the history of human society, the small scale agricultural economy of a 
feudal society was a stable one. The capitalist mixed economy was a stable 
one. Traditionally, the socialist planned economy was also stable. Many 
people have agreed in their discussions that the socialist planned commodity 
economy confirmed by the 3d Plenary Session of the 12th CPC Central Committee 
was also stable. However, a planned commodity economy is by no means equal to 
a system which arbitrarily integrates the central planned economy with the 
market economy. Because of its inherent logical contradiction, any system 
which is arbitrarily integrated can only result in a short and unstable 
interim period, under which we must promptly make our choice. That is, shall 
we return to the old stable system or shall we proceed to the new stable one? 
Otherwise, we shall experience a long-term fluctuating situation and the 
repeated cycles will occur. The dual systems conflicts and the situation of 
confrontation, which are occasionally mentioned, are related to this kind of 
instability. 


The stability of a system does not mean that the system is advanced. It is 
like the situation of China’s feudal society, which was not at all advanced. 
In today’s world, many systems coexist as well as compete with each other. 
Therefore, even a stable system is put under reform pressure, in order to deal 
with competition and to choose the best option. 


Essentially, reforms (rather than improvements) are the process of 
transforming from an old stable system to a new one. During the process, 
there must be no protracted deferment at any point of instability, and the 
choice can only be progress, regression, or fluctuation. In this sense, our 
reform should possess its fundamental importance and the characteristic of 
being systematic. It is not accomplished by arbitrarily integrating 
incomplete reforms which are not relating to each other, or by accumulating 
certain improvements made at the right time. In the wake of the in-depth 
development of our urban economic structural reform, many people pointed out, 
when discussing the goals of China’s economic structural reform, that some 
shortcomings of China’s traditional planning system were so profound and 
closely related that, to a certain extent, they became systematic. This is 
why in our present reform, any slight move we make will affect the situation 
as a whole. The goals of reform frequently described by the people are very 
different from those formulited by the traditional planning system. Such 
simple "improvements" can hardly solve any problem. Therefore, our reform 
must be carricd out in a systematic, radical, and coordinated way. Only thus 
can we achieve our expected results. 


A successful reform must not be incomplete (or in items), radical, and 
internally inconsistent. In most cases, an incomplete reform can only be a 
cheotic combination of improvement measures, and it must be accompanied by 
repetition. But a systematic and coordinated reform does not always succeed 
within a short time. There must be a process when transforming the old 
pattern into a new one. In order to overcome problems during the process, we 
must constantly adopt sophisticatedly designed and coordinated reform 
measures. Under no circumstances should we allow these problems to force us 
back to the old way. 
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To stress the accuracy and clarity of reform goals, as well as the systematic 
and coordinated nature of our reform planning, does not mean that we deny our 
present work of probing the issue of comprehensively mobilizing the people’s 
initiative. However, we must not take those measures which bring about the 
repeated cycles of reform as equivalent to those which help us probe the 
problem. Experimental units which aim at probing issues should focus on the 
strategic ones rather than over concentrating on the overall strategy of 
reform. The choice of overall strategy for our reform further requires us to 
pay closer attention to the study of theory and the system planning. 


Over the years, because of some hindrance in our progress of reform, our 
reform was not a smooth one. Some comrades thought that reforms were a long- 
term formidable process which would bring about results some 100 years later. 
Some also blamed Chinese culture, society, and cadres’ quality, which cannot 
be settled in the short run, for the sluggish and repetitive situation of 
reform. Undoubtedly, we must understand the arduous and protracted nature of 
reform. But this does not mean that we should always remain at the present 
reform stage or look around before taking a step further. 


The systematic, radical and coordinated reform requires us to take certain 
quick steps, or to adopt continuous measures, at certain stages of reform. 
Otherwise, we shall be unable to achieve any substantial progress. The cost 
of protractedly undergoing repeated cycles is much more than that of 
accomplishing an unswerving, systematic, and coordinated reform. 
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NATIONAL AFFAIRS, POLICY ECONOMIC 


LIAOWANG ON ECONOMIC DEVELOPMENT 


HK170400 Hong Kong LIAOWANG OVERSEAS EDITION in Chinese No 32, 10 Aug 87 
pp 5-6 


[Article by Zhang Zhongji (4545 6945 1015), Qiu Xiaohua (6726 7556 [as 
received] 5478), and Yan Kalin (7051 0595 2651): "Eight Years of Reform--The 
Best Period in China’s Economic Development" ] 


[Text] What has the 8 years of reform brought to the country and the people” 
How should we assess this historic change? Statistics and analyses tell us 
that the past 8 years has been the best period in China’s economic 
development. 


As of the 3d Plenary Session of the 11th CPC Central Committee, China has 
implemented the policy of reform, opening up, and invigorating the economy for 
more than 8 years. Over the past 8 years, the development of productive 
forces and the improvement in the people’s livelihood have outstripped those 
in the 3 decades before the reform in term of growth rate and increase amount. 


--The 8 years of reform is a period of the most vigorous and stable 
development in the Chinese economy. In the 3 decades between 1949 and 1978, 
there were several major setbacks in China’s economic development. The 

"3 years of the great leap forward" led to 3 years of economic retrogression; 
and the "10 years of turmoil” brought the national economy to the brink of 
collapse; the "2 years of the Western-style leap forward" further undermined 
the proportions between the major branches of the economy and made the loss of 
balance more serious, making it necessary to effect a major adjustment. Since 
1979, China has implemented the new national policy of opening up to the 
outside world and invigorating the domestic economy. Through the efforts of 
the people of the whole country, China has attained remarkable successes and 
an excellent situation rarely seen in history has emerged in the development 
of the national economy. In the 8 years between 1979 and 1986, the nation’s 
total social output value grew an average of 10.3 percent, or a total increase 
of 1,193.8 billion yuan, while in the 3 decades before the reform it had 
grown only by 684.6 billion yuan; its total industrial and agricultural 

output value grew by an average of 10.1 percent, or a total increase of over 
950 billion yuan, while in the previous 3 decades it had grown only by 560 
billion yuan. What is especially gratifying is that in the 8-year period of 
reform, the national economy as a whole has developed fairly steadily, thus 
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eliminating the great fluctvations in the previous years. In the 3 decades 
before 1978, with the economy slumping for 6 years,m there were considerable 
economic fluctuations; since 1979, however, the national economy as a whole 
has consistently maintained the trend of steady development. There has not 
been a decline and there is hardly any difference in the growth rates in most 
of the years. This trend of development presents a striking contrast to the 
turbulent economic development in the world. It also shows that the reform 
has enabled China’s economic development to enter an orbit of new, stable 
growth. 


--The 8 years of reform is a period of the fastest growth in China’s economic 
power. Per capita national income reflects the comprehensive index of a 
state’s economic power. Calculated in terms of comparable prices, in the 3 
decades before the reform, per capita national income on the mainland had 
increased by 270 yuan, an average increase of only 9 yuan annually; in the 8 
years since 1979, the per capita national income has increased by an average 
of 33 yuan annually; calculated in terms of the prices that year, per capita 
national income on the mainland reached 740 yuan in 1986. Viewed from the 
total amount, before 1978, the national income had increased by less than 10 
billion yuan annually, or a total increase of 300 billion yuan in 3 decades; 
in the 8 years since 1929, however, it has increased by an average of 38.5 
billion yuan annually, or a total increase of 308 billion yuan. Viewed from 
the financial power gathered by the state, state revenues reached 226 billion 
yuan in 1986, an increase of more than 100 percent over 1978 or an average 
annual increase of 9.2 percent before 1978. The extra-budgetary funds at the 
disposal of various departments, enterprises, and institutions reached 167 
billion yuan in 1986, an increase of over 300 percent over 1978. 


The 8 years of reform has been a period of major development in China’s 
industrial and agricultural production. Before 1978, the mainland’s 
agricultural production was stagnant for a long time, there was a shortage in 
supply of manufactured consumer goods and the production cf major production 
materials was in a state of self-circulation for a long time. Following the 
rural reform in 1979, the peasants in their hundreds of millions have 
liberated themselves from the fetters of outdated structure and their 
enthusiasm for production has never been as high as it is today. Over the 
past 8 years, total agricultural output value has increased at an average rate 
of 6.6 percent annually; before 1978 it was only 3.2 percent. The output of 
most major farm and sideline products have reached a new height. In the past, 
it took 3 decades to increase grain output from 100 million tons to 300 
million tons but now, it has taken only 8 years to reach the level of 400 
million tons. We have turned from a cotton importer into a cotton exporter. 
The output of oil, sugar, fruit, pork, beef, and mutton has also doubled. The 
total industrial output value has jumped from over 400 billion yuan to 1,000 
billion yuan. The production of major manufactured consumer goods has 
developed considerably. The output of such durable consumers goods as 
television sets, washing machines, refrigerators, and cassette recorders have 
drastically increased and the output of bicycles, wrist watches, sewing 
machines, cameras, sugar, machine-made paper, and paper board has also doubled 
and redoubled. In heavy industrial production, considerable successes have 
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also been scored in various ways, such as improving services, increasing 
variety, and improving quality. These changes have stimulated coordination 
between agriculture, light indus “ry, and heavy industry, each accounting for 
about one-third in the proportions among them. This is relatively suited to 
the need of China’s economic development today. 


--The 8 years of reform is a period of invigorated commodity circulation and 
the most rapid growth in retail sales. Before 1978, because the circulation 
links on the mainland were monopolized by state-run commerce, the circulation 
channels did not flow freely, there were not enough shops, and the sales of 
commodities did not grow rapidly. After 1979, we conducted initial reforms on 
the circulation structure. While bringing into play the role of state-nm 
commerce as a principal channel, we also vigorously developed numerous types 
of commerce and implemented an open policy characterized by many economic 
elements, many circulation links, and many operational methods but few links, 
thus bringing about tremendous changes in the circulation field. From 1979 to 
1986, the total volume of retail sales of social commodities grew at an 
average of 15.5 percent annually, much higher than the average annual growth 
rate in the 3 decades before 1978, which was 6.9 percent. On the average, the 
number of trading establishments and eating and service shops for every 10,000 
people increased from 13 in 1978 to 104 in 1986; the number of people engaged 
in commerce and catering and service trades increased from 63 to 247. Of the 
total volume of retail sales of social commodities, the proportion of state- 
run commerce dropped from 54.6 percent in 1978 to 39.4 percent in 1986, that 
of collective commerce (including the supply and marketing cooperatives) 
dropped from 43.3 percent to 36.4 percent, and that of cooperative commerce 
and individual commerce (including retail sales by peasants to non- 
agricultural residents) rose from 2.1 percent to 24.2 percent. 


--The 8 years of reform is a period that has witnessed the most frequent 
economic exchanges with foreign countries. Ever since China opened up to the 
outside world in 1979, the mainland has gradually turned from a close to an 
open economy and there have been increasingly closer contacts with the 
international market. In 1986 China’s total import and export volume reached 
$73.85 billion, an increase of 260 percent over that in 1978, which was 

$20.64 billion, or a progressive average annual increase of 17.3 percent, 
outstripping the average annual growth rate of 9.5 percent in the 3 decades 
before 1978. The proportion of the total import and export volume in the 
national income rose from 11.8 percent in 1978 to 33.1 percent in 1986. Over 
the past 8 years, the mainland has actually used $29.22 billion in foreign 
capital, imported as many as 10,000 tech ological items, and set up over 7,000 
Sino-foreign joint ventures, cooperative enterprises, and foreign-owned 
enterprises, one-third of which have gone into production. The number of 
people visiting China also increased from 5.7 million in 1980 to 22.82 million 
people in 1986 and the annual foreign exchange earnings rose from $600 million 
to $1,500 million. Cooperation in the field of labor service and construction 
projects undertaken abroad have also developed fairly rapidly and the 
completed annual business volume rose from $1760 million to $970 million. 
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--Over the past 8 years, China has scored outstanding successes in capital 
construction. From 1979 to 1986, the completed amount of investment in fixed 
assets by state-owned units alone reached 875.4 billion yuan and the average 
annual investment level was about 270 percent more than the average annual 
amount in the previous 26 years (from 1953 to 1978). In particular, with the 
enterprises gradually shifting from expanded reproduction by extension to 
expanded reproduction by intention, the pace of renovation and transformation 
has markedly quickened. From 1953 to 1978,, total investments in renovation 
and transformation, as well as in other fixed assets, were 142.8 billion 
yuan; from 1979 to 1986, the corresponding investment amount increased to 
308.6 billion yuan, an increase of 120 percent. Over the past 8 years, the 
newly increased fixed assets have reached 432.6 billion yuan, exceeding the 
total scope in the 3 decades before 1978 by 1.8 percent. What merits our 
attention today is that the scope of capital construction should not be too 
large. 


--The 8 years of reform is a period in which the people on the mainland have 
gained the most material benefit. If we observe the daily life of the 
residents, we can realize that the livelihood of the urban and rural people 
have indeed improved considerably. Statistical data show: Before 1978, the 
peasants’ per capita annual net income lingered around 100 yuan for a long 
time; after 1979, the peasants’ income increased by a big margin year after 
year. In 1986 it reached 424 yuan, an average annual increase of 15.5 
percent. When price hikes are considered, the actual growth rate was 13.2 
percent, much higher than the average annual growth rate of 2.9 percent before 
1978. The per capita living expenditure income of urban residents reached 828 
yuan in 1986, an increase of 512 yuan over that in 1978, which was 316 yuan. 
This represents an average annual growth rate of 12.8 percent. When the price 
hikes are considered, the actual growth rate was 7.8 percent. Of this, the 
average currency wages of workers and staff members were 1,329 yuan in 1986 
but they were 614 yuan in 1978. This represents an increase of 715 yuan or 
120 percent. When cost of living increases are factored in, their actual 
average wages increased by 5.5 percent annually, exceeding the less than 

1 percent average arnual growth rate before 1978. The balance of residents’ 
savings deposit in the urban and rural areas reached 223.76 billion yuan in 
1986 but it was only 21.06 billion yuan in 1978. This represents an increase 
of 960 percent. The balance of per capita savings deposit increased from 
21.9 yuan to 211.7 yuan, an increase of nearly 10 times. With the rise of 
the income level, the food, clothing, shelter, and articles for use of urban 
and rural residents have increased both quantitatively and qualitatively. The 
per capita consumption of edible vegetable oil rose from 1.6 kg in 1973 to 
5.24 kg in 1986, pork, beef, and mutton from 8.42 kg to 15.63 kg, fresh eggs 
from 1.97 kg to 5.27 kg, aquatic products 3.5 kg to 5.4 kg, and sugar from 
3.42 ky’ to 6.12 kg. With regard to shelter, more than half of the families in 
the rural areas have built new houses and the per capita living space rose 
from 8.1 square meters in 1978 to 15.3 square meters in 1986. The per capita 
living space of the residents in cities and towns rose from 4.2 square meters 
to 8 square meters. The proportion of people having no houses or living in 
overcrowded houses dropped from 38.6 percent in 1978 to 11.2 percent in 1986. 
With regard to articles for use, in urban and rural households, bicycles, 
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sewing machines, radio sets, and wrist watches have been fairly popularized. 
Television sets, refrigerators, electric fans, and washing machines have 
become major consumer goods in cities and towns and in some rural households. 
While improving their material life, the residents have also considerably 
improved their cultural life. The number of college students among every 
10,000 people rose from 8.9 in 1978 to 17.8 in 1986; the number of hospital 
beds from 19.4 to 21.8; the number of newspapers among every 100 people rose 
from 3.6 to 5.1 daily; and the number of books and periodicals owned by each 
person increased from 4.8 to 7.2 annually. The vigorous development of film, 
television, art, sports and other undertakings has also enriched the spare- 
time of the residents. Naturally, while the livelihood of most residents has 
improved, changes in various objective factors have also affected improvement 
in the income level of a small number of people so that the pace of 
improvement in their livelihood is relatively slower. The peasant households 
in some out-lying regions are still in the process of solving the problem of 
having enough food and clothing. 


Judging from the 8 years of reform, the institution in the rural economy of 
the system of contracted responsibility on the household basis, with payment 
linked to output, and the adjustment of the rural industrial structure have 
aroused the labor enthusiasm of the peasants in their hundreds of millions and 
greatly emancipated the rural productive forces. The commodity economy has 
vigorously developed and the commodity rate rose from 45 percent in 1978 to 

58 percent in 1986. With the widespread development of the township and town 
enterprises, the question of having enough food and clothing, which has not 
been solved for 30-odd years, has been basically solved. The commodity 
economy has broken away from the closed pattern of the long-standing seclusion 
of the rural areas with the outside world, and the pace of the 
industrialization and urbanization of the rural areas has markedly been 
quickened. 


Through the two stages of experiments in some areas and of all-round reform, 
the urban reform has firmly centered on the invigoration of the enterprises, 
concentrated on the extension of enterprise decisionmaking power, and explored 
numerous forms of the system of contracted responsibility for business 
operations. Meanwhile, we have conducted varying degrees of reform in 
planning, finance, taxation, pricing, banking, commerce, labor, and wages. As 
a result, the production and operational vitality of enterprises has gradually 
increased, the socialist market has constantly expanded, the function of the 
state to manage the economy has started changing, numerous ownership forms and 
operational methods have markedly developed, the lateral economic links have 
grown stronger, and the operational mechanism of the national economy as a 
whole has gradually become rational. 


Since the implementation of the policy of opening up to the outside world, 
people have broken away from the fetters of “leftism" and the economic concept 
of self-sufficiency and begun to shift toward an open economy. 


What merits more attention is that the development of the socialist commodity 
economy over the past 8 years is effecting major changes in people’s 
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ideological concept. Now, the concepts of value, time, efficiency, 
competition, market, talent, and profit have entered the minds of a growing 
number of cadres and people. This change is of epoch-making significance. 


Naturally, it should be pointed out that the 8 years has outstripped the 3 
decades only in terms of growth rate and increase amount and that we do not 
want to negate the former with the latter. On the contrary, the great 
achievements China has attained over the past 8 years is an accelerated 
advance based on the previous 3 decades and is a process of developing what is 
useful or healthy and discarding what is not. Only by discarding outdated 
things which are not suited to economic development and developing those which 
are suited to our national conditions and provide effective in practice, plus 
new creation, can we have a new situation today. 
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NATIONAL AFFAIRS, POLICY ECONOMIC 


JOURNAL ON CONTROLLING ALL INVESTMENT 
HK141427 Beijing JINGJI GUANLI in Chinese No 7, 1987 [undated] pp 22-23 


{Article by Zhu Guofan (2612 0948 0416): “Overall Control of Fixed Asset 
Invested"--Edited by Huang Weilin (7806 0251 2651) ] 


[Text] In 1986, the state adopted a series of macroeconomic regulatory and 
control measures, so that the tendency to overly rapid growth in fixed asset 
investment has been initially checked and the investment pattern has improved. 
However, the situation of overly massive investment and the irrational 
investment pattern has not basically ended. Currently, it is difficult for 
our national resources to sustain the overly massive investment and the 
irrational investment pattern is extremely disadvantageous to strengthening 
the state’s key construction work and reinforcing continuing national economic 
development. Therefore, we should pay adequate attention to earnestly 
strengthening investment management. 


Since the founding of the PRC, capital construction has occupied an 
overwhelming share of our overall fixed asset investment, and the overwhelming 
proportion of capital construction funds have been allocated by fiscal 
authorities. Under this condition, the scale of investment can be controlled 
merely by controlling capital construction and budgetary appropriations. 

Since the launching of the economic system reform, however, what fixed asset 
investment includes has greatly changed. For example, in terms of scope, this 
investment includes fixed asset investment in the ownership by the whole 
people sector and all-society fixed asset investment; in terms of management 
methods, it includes capital construction investment, renovation investment, 
and other investment; and in terms of sources of funds, it includes budgeted 
and unbudgeted investment. Under the condition that the scope of investment 
has widened and become more complicated, adopting appropriate macroeconomic 
regulatory and control measures to tring the whole country’s investment 
activities in line with the objective requirements of our available national 
resources and the objective requirement for comprehensive national economic 
equilibrium amounts to an important question of China’s investment management 
that must be studied and resolved with a sense of great urgency. 


In investment management, the state has in recent years controlled the scale 
of investment in the ownership by the whole people alone, but not investment 
in the collective and individual sectors. Thus, investments amounting to 
several times 10 billion yuan have been excluded from the consideration of 
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comprehensive equilibrium. We cannot say this is not a problem. In 1986, 
fixed asset investment undertaken by all urban and rural areas in China 
amounted to 296.7 billion yuan; this can be broken down as follows: Units 
under ownership by the whole people were responsible for 193.8 billion yuan or 
65.3 percent of social total investment, while urban and rural units under 
collective ownership together with individuals in urban and rural areas were 
responsible for 102.9 billion yuan, or 34.7 percent of social total 
investment. If the latter slice of investment is artificially disregarded, 
that is, if about two-fifths of social] total investment is excluded from the 
consideration of comprehensive equilibrium, then even if the calculated scale 
of investment seems to be compatible with equilibrium, actually a very wide 
potential gap will exist, so that the calculated equilibrium will necessarily 
be false equilibrium. When this potential gap disrupts society and the 
economy, macroeconomic activities will get out of control. Therefore, judging 
from the viewpoint of comprehensive equilibrium and national macroeconomic 
regulation and control, investment management by the state must not be 
confined to management of investment in the ownership by the whole people 
sector, but must embrace investment by all society, including also investment 
in the collective and individual sectors. Only thus can the state genuinely 
exercise rational and effective management and control over fixed asset 
investment. 


Currently, the state pays particular attention to controlling budgeted 
investment in the ownership by the whole people sector. This investment has 
now been basically brought under control. However, the fact that investment 
has got out of control over the past several years is mainly due to 
unbudgeted investment, not budgeted investment. The fact that unbudgeted 
investment has got out of control is mainly reflected in the following 
phenomena. First, total investment has been out of control. In recent years, 
many units and localities have been competing to achieve more rapid output 
growth, and unbudgeted investment has been overly rapidly increased. Although 
the state has issued to lower levels control targets concerning investment 
financed with self-raised funds, the sources (proper and improper) of these 
funds have furnished much larger amounts than the targeted quantities, and 
units at lower levels have been using various methods to free themselves from 
control, so that in actual implementation planned targets have been surpassed 
by a wide margin every year. Currently, unbudgeted investment has been 
growing much faster than budgeted investment. In the January-April period of 
1986, China’s budgeted capital construction investment decreased by 2.2 per- 
cent compared with the same period of the previous year, but unbudgeted 
investment financed with self-raised funds increased by 21.2 percent. 

Second, the orientation of investment has got out of control. In recent 
years, many localities have used unbudgeted self-raised funds to finance the 
building of nonproductive amenities like buildings, halls, community 

premises, “centers,” amusement parks, facilities occupying an entire avenue, 
and so on, so that unbudgeted investment in nonproductive facilities has grown 
enormously and productive investment has relatively declined. Moreover, an 
excessive proportion of unbudgeted productive investment has been devoted to 
developing processing industries, leading to imbalance between these 
industries and basic industries. Many completed factories cannot carry out 
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normal production owing to shortages of power, communications facilities, 
materials, and raw materials. The overly rapid growth in unbudgeted 
investment and the irrational orientation of investment have heen main reasons 
for investment getting out of control over the past 2 years. Therefore, in 
managing investment activities, the state must not only continue to strengthen 
the management of budgeted investment, but must also conscientiously bring 
unbudgeted investment under rational and effective management, so that all 
investment activities can proceec in an orderly way under the state’s 
macroeconomic regulation and control. In other words, the state must exercise 
all-embracing management of fixed asset management. 


We know that one of the goals of reform of the investment management system, 
or even the entire economic system, is toc genuinely achieve the decontrol and 
invigoration of microeconomic activities under the precondition that the 
entire national economy is under macroeconomic control. Will all-embracing 
management of fixed asset investment by the state .hen impede the decontrol 
and invigoration of investment activities? The answer is ne*urally in the 
negative. 


First, it must be clarified that decontrol and invigoration as we conceive 
them are subject to macroeconomic control as a prerequisite; otherwise, they 
will be synonymous with unbridled freedom and chaos. Some comrades hold that 
in the case of some undertakings which are urgent matters for the state or 
some localities, placing them outside the confines of investment planning or 
investment magnitude control and mobilizing the localities and enterprises co 
tackle them will help construction undertakings be more vigorous and more 
satisfactorily accomplished. I think that although this method can in some 
ways enhance invigoration, it is highly disadvantageous to strengthening the 
state’s macroeconomic control of investment during the current period of 
replacement of the old system by a new one and before the formation of new 
economic mechanisms, particularly the mechanism of self-restraint of 
localities and enterprises. The practice of investment management in recent 
years has furnished an answer to this question. The state planning 
authorities exempted 11 categories of investment from investment magnitude 
control in 1983 and a further 5 categories in 1985. These two “exemptions” 
have removed large sums of investment from the sitate’s comprehensive 
equilibrium scheme and macroeconomic control. in 1985 alone, this displaced 
investment exceeded 20 billion yuan. The majority of these categories of 
decontrolled investment belong to the realm of capital construction proper. 
Because in matters of system and regulations precedents were set in freeing 
investment from magnitude control, there has been competition at lower levels 
for imitation. Thus, aside from the 121 exempted categories of investment and 
5 further ones, there appeared many categories of investment free from 
magnitude control, like various localities’ undertaking of projects financed 
through fund raising and apportioning, construction of buildings, halls, and 
community premises, and so on. Although later the State Plannirzg Commission 
ordered that all investment be subjected to magnitude control except 
investment in building rural primary school premises, actually many investment 
projects have not been subjected to magnitude control. The continuing drastic 
increase in this kind of investment is » major reason why investment has 
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increased and got out of control over the past 2 years. Practice has 
demonstrated that under current conditions, sacrificing investment magnitude 
control to achieve decontrol and invigoration will unavoidably result in 
macroeconomic activities getting out of control. Therefore, this method is 
not good. True, our economic construction and investment activities must be 
invigorated. But is there no alternative to exemption from planning and 
lifting of magnitude control? Will inclusion in planning necessarily preclude 
invigoration? These questions actually boil down to the "caging" question. 
Should activities be invigorated inside or outside the "cage"? Actually, if 
the management method is appropriate, it is perfectly possible to achieve 
invigoration inside the "cage." Conversely, invigoration may be achieved in 
the microeconomic arena or in a partial scale outside the "cage," but this 
will mean chaos in the macroeconomic or overall situation. 


The state’s all-embracing management of fixed asset investment definitely does 
not mean reverting to the beaten track of an investment management system 
marked by a high degree of centralization. It actually means "caging" 
investment activities and invigorating them; different categories of 
investment activities will be subjected to different ways of planned 
management at different levels in the light of their different 
characteristics. For example, the state’s investment in key projects can be 
under directive planning, ordinary medium-scale or small investment projects 
can be uncer guidance planning, and some investment projects which should be 
exempt from magnitude control can be managed with greater flexibility. Thus, 
comprehensive equilibrium and successful macroeconomic control can be 
guaranteed, and some activities can be decontrolled and invigorated as they 
should. Under current conditions, therefore, this management method seems 
more practicable than the so-called method of doing away with the "cage" to 
achieve decontrol and invigoration, or the method of artificially reducing the 
scale of investment. Of course, genuinely practicing the all-embracing state 
management of fixed asset management also requires a complete set of effective 
methods or measures of control, and this matter must be studied and resolved 
step by step in our future practice. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


PARTY COMMITTEE HOLDS EXPORT ECONOMIC FORUM 
SK190827 Jinan Shandong Provincial Service in Mandarin 2200 GMT 18 Aug 87 


[Text] From 14 to 18 August in Qingdao, the provincial Party Committee and 

the provincial government held a provincial forum on the export-oriented economy 
to study the guidelines of the instructions of the Party Central Committee 

and the State Council concerning opening to the outside world and developing 

the export-oriented economy and to study how to accelerate the development 

of the province's export-oriented economy, particularly the light and textile 
industries. 


Present at the forum were Jiang Chunyun, deputy secretary of the provincial 
Party Committee and provincial Acting Governor; Yang Xingfu, member of the 
Standing Committee of the provincial Party Committee; Liu Peng, member of the 
Standing Committee of the provincial Party Committee and secretary of the 
provincial Advisory Commission; and Ma Shizhong, provincial vice governor. 
Comrade Jiang Chunyun delivered a speech at the forum. 


The forum pointed out: Developing the export-oriented economy is an important 
part of the province's strategy for economic development as well as an 
important way to catch up with the advanced world level. We should firmly 

and unswervingly implement the general principle of reform and opening up; 
vigorously grasp the two major tasks of lateral integration and technological 
progress to meet the need of the international markets; further attend to 
export work, the utilization of foreign capital, and technological imports; 
accelerate the development of an export-oriented economy, which is headed by 
export products, characterized with rational production structure and equipped 
with advanced science and technology; and speed up the pace of construction. 


The forum pointed out: We should vigorously promote the lateral economic 
associations among the five cities along the Jiaozhou-Jinan Railway. Jinan, 
Qingdao, Zibo, Yantai, and Weifang Cities are the province's economically 
developed areas. Most large and medium-sized enterprises are located in these 
five cities, and most quality and brand-name products are concentarted here. 
The success in the associations in these cities will greatly promote economic 
development in the interior of our province. Regarding this, we should give 
priority to effecting a change in ideas and concepts, that is, changing from 
the idea of small-scale production to that of planned commodity production, 
changing from a closed economy to an open economy, changing from being unique 
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in one's business to socializing and specializing various trades, and changing 
from the superiority of a single unit to the superiority of various groups. 

In other words, we should, in line with the reasonable economic principles, 
integrate those enterprises which have the ability to earn foreign exchange 
through export, as a big fleet to scramble for international markets in order 
to let still more products from the province enter international markets. 


The forum's participants also discussed the issue of accelerating the pace of 
technological transformation of existing enterprises. The forum pointed out: 
Utilizing foreign capital and importing technologies is a shortcut to develop- 
ing an export-oriented economy. In this regard, our mind should be emancipated 
still more greatly, our workstyle should be still more audacious, and still 
more ways should be mapped out. During the Seventh 5-Year Plan period, we 
should not only strive for [words indistinct], but also draw still more direct 
investments from foreign traders. 


Comrade Jiang Chunyun demanded in his speech: All cities, prefectures, 
counties, and departments in the province should actually strengthen organiza- 
tional leadership over the work of the export-oriented economy. He said: 
Various localities and departments in the province have coordinated with one 
another in developing the export-oriented economy. Without the close coordina- 
tion among various localities and departments, there would be no achievements 
today. However, there actually are such problems that the relations between 
the various sectors are imbalanced and the links between various departments 
and localities are not coordinated. Therefore, we should, through strengthen- 
ing organizational coordination, strive to establish even closer relationships 
between various regions and departments, between different regions, and, in 
particular, between foreign trade and production units and encourage all 
departments and regions to vigorously develop the export-oriented economy with 
one heart and one mind. 


/9716 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


JOURNAL ON POLICY FOR USING FOREIGN INVESTMENT 


HK170425 Beijing JINGJI GUANLI in Chinese No 5, 1987 (undated) pp 10-14 


[Article by Cheng Sanyan [4453 0005 7159]: "Policy on the Use of Foreign 
Investment"--Edited by Pan Shucheng [3382 6615 3397]] 


[Text] A rational industrial structure is an essential guarantee of sustained 
and steady development of the national economy. The key to establishing a 
rational industrial structure lies in the correct guiding of investment, and 

the appropriate planning of the scale of investment. With the continual expan- 
sion of the scale of the use of foreign investment, its various policies and 
measures will certainly involve the internal relationships of the process of 
social secondary production, i.e. the relationships among industries. Therefore, 
the present urgent task is to formulate a clear, scientific, and effective 
policy of the use of foreign investment. 


The essence of the industrial policy of the use of foreign investment is the 
industrial structure which is adopted by the state through macroeconomic manage- 
ment in the coordination of the use of foreign investment. 


I The Present Industrial Structure of the Use of Foreign Investment in China 


1. The present situation of the industrial structure of the use of foreign 
investment. 


Since the promulgation of the Law of the People's Republic of China on Sino- 
Foreign Joint Ventures in 1979, the scale of the use of foreign investment of 
China has been expanded gradually, and the rate of expansion has been increased 
steadily. The use of foreign investment has achieved a certain level of 
economic and social benefits. From 1979 to 1985, 6319 enterprises of "the 
three kinds of partially or wholly foreign-owned ownership" had been established. 
Among these, 2341 of them are Sino-foreign joint ventures, 3823 of them are 
Sino-foreign contractual joint ventures, 120 of them are foreign-owned enter- 
prises; and 35 contracts of cooperative exploration and development in the 
oceans had been approved. The total agreed amount of foreign investment was 
$16.3 billion, and $4.7 billion was actually used. In 1986, 1448 enterprises 
of the “three kinds of partially or wholly foreign-owned ownership" were 
established, and 6 cooperative exploration and development contracts on off- 
shore petroleum were approved. From January to June in 1986, the total agreed 
amount of foreign investment was $1.24 billion, and $0.62 billion was actually 
used. 
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From 1979 to 1985, our country had borrowed an agreed amount of $19.485 
billion from foreign countries, and $15.729 billion of funds were actually 
used. In 1986, $6.936 billion was borrowed and $4.831 billion was used. 


During the Sixth 5-year plan, the actual amount of foreign investment used 
amounted to 4.2 percent of the total amount of investment in capital construc- 
tion in China. Through the use of foreign investment, we had introduced 
advanced technology into our country. Thus, production has been promoted, the 
markets have been activated, exports have been expanded, and the employment 
level has been raised. The use of foreign investment has had positive effects 
on the development of the national economy of China. 


Characteristics of the industrial structure of the use of foreign invest- 
ment. 


At present, there are three characteristics of the industrial structure of the 
use of foreign investment. 


A. The foreign loans borrowed by our country are mainly invested in capital 
construction industries such as the energy industry, the transportation industry, 
and the raw material industry. For instance, in 1983 and 1984, 58.4 percent 

and 41.4 percent of the agreed amount of loan borrowings from foreign countries 
was invested in these industries respectively. In addition, the funds borrowed 
from foreign countries have also been used in agriculture, animal husbandry, 

and forestry, and in cultural and educational, scientific research, and hygienic 
works. Generally speaking, the scale of the investment items which have used 

the loans borrowed from foreign countries is large, and the period of construc- 
tion of these items is long. They are mainly based on mandatory planning. 


B. Among the items with direct investment by foreign investors, cooperative 
development projects are concentrated in the exploration and the exploitation 
of petroleum, and their objectives are clear. The investments of the "three 
kinds of partially or wholly foreign-owned enterprises" are diversified, their 
objectives are not outstanding, and their industrial structures are not 
rational. According to statistics, in 1980, 1984 and 1985, the amount of funds 
invested by foreign investors in the service industries, such as the tourist 
industry, the hotel industry and the taxi business, amounted to 57.6 percent, 
55.4 percent and 50.6 percent of the total amount of foreign investment of the 
joint venture enterprises respectively. In recent years, foreign investments 
have been concentrated in the light processing industries such as the textile 
and the food industries, and the amount of foreign funds invested in these 
areas amounted to about 10 percent of the total foreign investment of the 

joint venture enterprises. Except in particular years, the percentage of the 
foreign investment fund invested in other industries is small. Taking the 
investment projects which exceed $1 million as examples, most of these projects 
invested in by Sino-foreign contractual joint venture enterprises are concen- 
trated in the service industries, such as th2 tourist industry and the hotel 
industry. 


C. In the investment structure of the use of foreign funds, excepted in 1984, 
the proportion of the value of foreign loans borrowed from foreign countries 
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is higher than that of the value of direct foreign investment. Take the actual 
amount of foreign investment which was used as an example, from 1979 to 1982-- 
the proportion of the value of foreign loans and the proportion of the value of 
direct foreign investment were 86 percent and 14 percent respectively. In 1985, 
the proportions were 56.16 percent and 43.84 percent. 


3. The existing problems of the industrial structure of the use of foreign 
funds 


The major existing problems of the industrial structure of the utilization of 
foreign investment are: 


A. In the distribution of foreign invetment, the proportion of industrial 
investment is small, while the proportion of the investment in the service 
industries such asthe tourist industry, the hotel industry and the taxi business 
is too large. The service industries of our country are backward. To attract 
foreign investment, it is essential for us to develop these industries 
‘appropriately. However, if foreign investments are mainly concentrated in 
these industries, the general direction of the use of foreign investment will 
surely be diverted; and it will be difficult for us to promote rapid develop- 
ment of the national economy. 


B. Among the industrial investments made by foreign investors, those in 
technology and knowledge intensive items are small, while a large number of 
investments were made in the electrical appliance industry and the general light 
industrial processing industry. Among the Sino-foreign joint venture enter- 
prises, except in 1983 when several large investment projects such as the 
Beijing Jeep Company, Ltd, the Shanghai Bell Telephone Company, and the 
Shanghai Yaohua Glass Manufacturing Factory were launched, thus raising the 
proportion, the proportion of investments in technology and knowledge inten- 
sive items in other years was only about 10 percent. Among Sino-foreign 
contractual enterprises and foreign-owned enterprises, the proportiun of these 
items is even smaller. 


C. The objectives of the use of foreign funds are not clear, the investments 
are not unique; and there is lack of fixed strategic industries, and a lack of 
unified arrangement of the location of the investment projects. Investments 
made by the "three kinds of partially or wholly foreign-owned enterprises" 

are chosen in haste. This situation indicates that the use of foreign invest- 
ment, in the macroeconomic sense, lacks strategic planning; and in the micro- 
economic sense, it is too eager to get quick benefits. 


D. The structure of direct foreign investment, and the structure of indirect 
foreign investment are not rational. The proportion of the value of foreign 
loans is higher than that of direct foreign investment. Moreover, the foreign 
loans tend to be invested in large items such as the energy industry, transpor- 
tation, communications, and the raw material industry. The scale of investment 
in these items is large, and the period of investment is long. Also, most of 
them cannot earn foreign exchange directly through exports. Therefore, such 
an investment structure will surely increase China's debt burden. 
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The major factors leading to the above irrational industrial structure are: 


-- We do not have the right conditions for socialized mass production. The 
level of development of the productive forces of a county is the basic factor 
determining the direction of foreign investment. At present, under the situa- 
tion of socialized mass production, even though the labor cost, rent and other 
costs of production of our country are low, and the income tax rateis favor- 
able, the lack of coordination in basic facilities, and the lack of smooth 
circulation channels, will, to a certain extent, affect the structure and the 
scale of foreign investment. 


-- The tax laws under the laws and regulations concerning foreign affairs 

are too simple and too general, and these laws do not give different favorable 
tax rates to different industries. Thus, foreign investors will tend to invest 
in the service industry and the light industrial processing industry which will 
require less investment, provide quicker returns, require less risk, and pro- 
vide higher levels of profit. 


-- Regarding this absclutely new topic of the use of foreign investment, we 
still do not have sufficient theories and thinking, and do not have suf- 
ficient man-power training to cope with it. We do not have professional 
cadres who are specialized in this type of work, and we also do not have 
experience in the effective macroeconomic and microeconomic management of it. 
Thus, the quality of the work concerning the use of foreign investment is 
affected. 


To match the utilization of foreign investment with the development of the 
national economy in a parallel way, to compensate for the insufficiencies of 
investment funds and technology in our country, and to accelerate the four 
modernizations, the industrial structure of the use of foreign investment has 
to be readjusted as soon as possible. 


II Ideas of the Industrial Policy on the Use of Foreign Investment 


During the Seven 5-Year Plan, the economic development of our country will be 
at the transitional stage to all-round rapid advancement, and the scale of 
use of foreign investment will also be increased at the same pace. In order 
to cope with these developments, arrangements for using foreign investment 
should be structurally readjusted. Since 1979, we have published a series of 
measures and policies to deal with the use of foreign investment. However, 
due to the lack of a widespread scientific and effective industrial policy, 
the various policies were not co-ordinated with each other, but hindered 
each other. With the vertical and deepening development of the work concerning 
the use of foreign investment, it is essential for us to formulate a package 
of effective industrial policies. 


1. Principles and directions of the formulation of the industrial policy on 
the use of foreign investment. 


-- The industrial policy on the use of foreign investment should be linked up 
with the industrial policy of the state, so that the industrial structure 
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for using foreign investment can be co-ordinated with the national industrial 
structure. This is advantageous to the acceleration of the development of our 
national economy, to strengthening the capability of our country to earn 
foreign exchange through exports, and to the digestion and assimilation of 
imported advanced technology and equipment. 


-- The strategic targets should be clear, the key points should be appropriate, 
the choice of investment should be scientific, and the structure should be 
rational. 


-- We should consider the long-term benefits, and define the medium-term and 
long-term targets. Macroeconomic guidance should match with the microeconomic 
enlivening practices, and should not only aim at quick return of profit. 


-- The overall arrangement of different areas and industries should be clear. 
The industrial policy should be arranged by the state in unified way; and 
various areas should formulate multi-level industrial structural arrange- 
ments according to their production conditions and advantageous economic 
situation. 


-- The industrial policy should be scientific and effective, and should have 
a certain degree of flexibility, so that it can adapt to the development and 
the changes of the national economy and the world economy, at different 
periods, andunder different conditions. 


2. Preliminary ideas of the industrial policy on use of foreign investment 


A. In the investment structure of the use of foreign investment, the value of 
foreign loans and the value of direct investment should be kept at a certain 
proportion. The development of the investment items which can earn fore‘gn 
exchange through exports, and the development of advanced technology invest- 
ment projects, should be taken as the medium and long term targets. China is a 
developing country and the insufficiency of foreign exchange will be a long- 
term difficulty. It is also the largest current obstacle to the importation of 
advanced technology using foreign investment. Therefore, one of the important 
objectives of using foreign investment is to develop export-oriented industries 
and import-substitution industries, so as to maintain a high capability in 
earning foreign exchange through exports, to save foreign exchange in the 
medium and long terms, and to gradually raise the scale and the level of the 
use of foreign investment. This is an overall strategic issue. From now on, 

it should receive a high degree of attention. To achieve this target, the 
investment structures, and the industrial structures, of those investments 

made with foreign loans, and of direct investment, should be positively read- 
justed. 


Firstly, the proportion of direct foreigninvestment to the total amount of 
foreign investment should gradually increase. The repayment of direct invest- 
ment is calculated on the basis of. the volume of profit repatriated. The 
volume of repatriated profit is determined by the management and operation of 
enterprises, and is also determined by the capability of the enterprises to earn 
foreign exchange through exports. As direct investment is a less-risky method 
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of fund raising, we should employ more direct investment according to the 
development and the needs of the national economy. Direct investment should 
mainly be placed in those enterprises which are technology-intensive, and can 
earn foreign exchange through exports. At present, we should pay attention 

to the utilization of direct foreign investment in the innovation and transfor- 
mation of the technology of old enterprises. 


Second, the scale of foreign loans should be readjusted according to the 
capability of our country to earn foreig.: exchange through exports. It should 
also be readjusted according to China's ability to earn foreign exchange 
through exports in the medium and long terms. During the Seven 5-Year Plan, 
even though we cannot reach the point at which we can repay the principal 

and pay for the interest, we should, from now on, pay attention to our ability 
to repay debts. This is to ensure that the development of our economy in the 
1990s will not be hindered by foreign debts. The experiences of many develop- 
ing countries reflect the fact that if a country uses foreign loans to compen- 
sate for the lack of funds, and does not stress expanding exports, it will 

have a heavy debt burden. Besides investing in basic industries such as the 
energy, transportation, communications and law materials industries, foreign 
loans should also be invested in export and import-substitution industries, or 
in the industries which are not able to export at the present stage but will 
have the ability to do so a few years' time. This is to strengthen the ability 
of our country, to earn foreign exchange through exports. 


B. Definition of Strategic Industry 


In order to formulate the industrial policy on the use of foreign investment, 
and to readjust the industrial structure of foreign investment, the strategic 
industries should first be defined. The strategic industries are those 
industries which can bring about an all-round development of the economy of a 
country; and they should be industries which can bring about an all-round 
rapid development of the national economy of our country. As there are dif- 
ferent forms of the use of foreign investment, the choices of the strategic 
industries should also be different. We consider that the basic industries such 
as the transportation, energy, communications and raw materials industries are 
the strategic industries which can absorb foreign medium- and long-term low 
interest loans; and the mechanical and electronic industries are the strategic 
industries which have direct investment by foreign countries. 


Everybody knows that the department of the basic industries, such as the 
transportation, energy communications and raw materials industries are weak 
sectors of the development of the national economy of our country. At present, 
they cannot meet the requirements of the development of the national economy, 
and they also cannot meet the requirements of the opening-up of our country. 

To readjust the structure of the use of foreign investment, and to increase 
the economic benefits of using foreign invetment, we should pay serious atten- 
tion to the construction of the basic industries. As the development of the 
basic industries requires large-scale investment, and a long period of construc- 
tion, and the return on investment in these industries is slow, it is difficult 
for them to attract direct foreign investment. Therefore, we should use the 
foreign medium- and long-term low interest loans to develop these basic 
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industries. Through this method, we can introduce advanced technology and 
equipment into these industries, so that the backward situation of these depart- 
ments can be fundamentally improved. Besides the above-mentioned basic indus- 
trial departments, the foreign loans should be used to develop the technology 
intensive enterprises, and those enterprises which canearn foreign exchange 
through exports. Thus, the accumulation of foreign exchange can be accelerated, 
the ability to repay loans can be strengthened, the advancement of national tech- 
nology can be elevated, and the rapid development of the national economy can be 
promoted. 


The meaning of taking the mechanical and electronics industries as strategic 
industries which are to have direct foreign investment lies in the fact that 
they play an important role in China's industrial structure. According to the 
requirements of the modernization of the national economy, the traditional 
industries, such as transportation, energy, mining and manufacturing should 
develop their advanced technology. This development will be a strategic trans- 
formation of the industrial structure of our country. In this transformation, 
as the supporting department of the national economy, the mechanical industry 
shouid be developed at a rapid pace, and it should be a step ahead in the inno- 
vation and transformation of technology. Thus, it can provide advanced 
mechanical 2quipment to other industrial departments. As a new industry, the 
electronics industry has an important position and an important role in the 
modernization of the national economy. It also provides a wide range of applica- 
tions in production automation, management modernization, and communication 
modernization. The modernization of the industrial departments of our country, 
to a great extent, depends on the modernization of the electronics industry. 


The technology of China's mechanical and electronics industries is backward. 
To develop these industries, we cannot only depend on our funds and tech- 
nology. If we do so, their development will not meet the requirements of the 
modernization of the national economy. Through the use of foreign investment 
to introduce advanced technology into our country, the modernization of these 
industries will be accelerated and thus, the development of the entire 
national economy will also be accelerated. 


C. Regional industrial policy of the use of foreign investment 


The regional distribution of foreign investment is an issue concerning the 
overall arrangement of the use of foreign investment, and it should be 
resolutely solved. The economic setup in China can be divided into three 
regions: the eastern region, the middle region, and the western region. The 
level of economic development, and the geographical position of different 
areas are different. Therefore, the industrial structure and the industrial 
policy on the use of foreigninvestment of different areas should also be 
different. 


First, when choosing investment items, the foreign investment fund of the 
special economic zones, the coastal opening cities, and the economic and 
technological exploration and development areas (named as south east coastal 
region hereafter), should mainly be invested in the export-oriented economy. 
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The south east coastal region, at the present stage, is the key region for 
attracting foreign investment. It is the frontier in the use of foreign 
investment, and the strategic break-through area of the opening-up of our 
country. This region should define the export-oriented economic structure which 
can adapt to international competition. In using foreign investment to 
developing the export-oriented economy, foreign funds should mainly be invested 
in the light and textile industries, and other light industrial processing 
industries. At the same time, the economic and technological levels, which are 
mainly engaged in earning foreign exchange through exports, and have various 
characteristics, should be formed, according to the features of the south east 
coastal region. At present, many coastal areas have spent foreign exchange in 
importing semi-manufactured products and component parts, and assembling 

them, or in importing production lines and individual equipment. However, most 
of the essential components and the raw material required for production have 
still to be imported. Moreover, many products produced by these lines do not 
reach export quality and thus have to be sold on the domestic market. This 
situation is very irrational. Therefore, when the coastal region begins to 
develop the export-oriented economy, its main effort should be used in raising 
the quality and the grade of the products. Through the use of foreign invest- 
ment, advanced or suitable technology and scientific management experiences 
can be introduced into this region. Thus, the innovation and the transforma- 
tion of the technology of the old enterprises of this region can be accelerated. 


Second, some big cities, of the coastal region and the inland district which 
have good industrial foundations, such as Guangzhou, Shanghai, Nanjing, Tianjin, 
Beijing, Shenyang, Wuhan, Xian, and Chengdu, should use foreign investment in 
developing technology-intensive and knowledge-intensive industry in a planned 
way. Thus, industries which are mainly engaged in various types of high- 
technological production, such as the mechanical, electronics bio-chemical and 
precision apparatus production industries, can be formed. We can also set up 
scientific industrial bases which are similar to the si ‘on valleys and the 
industrial estates of foreign countries, in some of these cities on a trial 
basis. The industrial structure of the use of foreign investment in this 
region has deep and long-term strategic implications in the readjustment of 
China's industrial structure. The fundamental direction of the readjustment 

of our industrial structure is to transfer the emphasis of the manufacturing 
industry to high-technology and new industries, and at the same time to carry out, 
with advanced technology, an all-round innovation « the technology and the 
equipments of industries such as the energy transpurtation, raw material ship- 
building and car-manufacturing industries. The industrial structure of this 
region in the use of foreign investment is advantageous to pooling the limited 
scale of foreign investment into the development of the high-technology indus- 
tries and the new industries. Thus, the innovation and the transformation of 
the technology of all of China's industries can be promoted. Of course, we 
should develop the high-technology industries and the new industries in a 
systematic and selective way. In a very long period from now, the traditional 
industries will still be the main body of the national economy of our country. 
At the same time, when we are developing the traditional industries, we should, 
on a practical basis, carry out the overall planning and coordination of the 
development of the high-technology and the new industrie:. 
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Third, the middle and the western regions should use foreign investment in 
the exploration of resources. At the same time, the construction of the energy 
and the raw materials industries of these regions should be reinforced. 


The middle and the western regions occupy an important strategic position in 
the development of China's national economy. With the development of the 
economy, the dependence of the eastern region on the supply of resources and 
primary products of the middle and the western regions will be increased day by 
day. The middle and the western regions will gradually become the key points of 
the economic exploration, and the important industrial bases, of our country. 
From the macroeconomic point of view, at present, the vtilization of foreign 
investment of the middle and the western regions, paticularly the north-eastern 
region, is still at the stage of strategic preparation. However, this type 

of preparation should be positive, and should have initiative. We will miss the 
best opportunities if we neglect the preparation. Therefore, in the provincial 
areas which have the conditions for development, we should use the foreign 
investment in a planned and systematic way according to the economic advantages 
of these areas. As viewed from the overall arrangement, the emphasis of the 
use of foreign investment in the middle and the western regions should lie in: 


1. Agriculture and animal husbandry, and the processing of the products of 
these industries. The middle and the western regions are the important bases 

of the production of cash crops and also are important bases for animal 
husbandry. However, the development of agriculture and animal husbandry of 
these regions is backward, and the agricultural side-line processing industry 

is also undeveloped. The use of foreign investment, the importation of tech- 
nology, the improvement of grassland and pastureland, the increase in the species 
of fine animals and fine agricultural products, and the assimiiation of foreign 
advanced management experience, will be important factors in changing the 
backward production methods of the agricultural and animal husbandry industries 
of these regions. Through the use of foreign investment, the production value 
of the agricultural and the animal husbandry industries can gradually be in- 
creased, the grades of the products can be raised, the supply of the products 

of the agricultural and the animal husbandry industries in the domestic and 

the international markets can be increased, and the great economic potential 

of these regions can be fully exploited. 


2. Mining industry and the processing of minerals. The middle and the western 
regions have many varieties, and plentiful reserves of material. In the long 
run, the mining industry and the processing of minerals will become the key 
points in the utilization of foreign investment, and thus the exploitation and 
the development, and the utilization of the mineral resources of these regions 
can be accelerated. As the investment in the exploitation and the development 
of mineral resources is large, the return of benefits is slow, and the condi- 
tions are difficult to establish, it is difficult for us, at the present stage, 
to develop these industries on a large scale. In the meantime, we can develop 
some items which have good conditions and set up trial points along the rail- 
ways of highways. Through these practices, we can accumulate experience, and 
then we can expand the scale of the trial points’ step by step. 
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Before the use of foreign investment, the middle and the western regions should 
first strengthen economic cooperation with the south east coastal areas, and 
then the advanced technology and equipment, which have been digested by these 
areas, should be introduced into the middle and the western regions. At the 
same time, the construction of the basic facilities of the middle and the 
western regions should be reinforced, so that a fine investment environment can 
be created. 


III Methods and Measures for the Formulation of Industrial Policy 


1. Structural reform should be accelerated, and planned guidance should be 
strengthened 


The purpose of formulating an industrial policy for the use of foreign invest- 
ment is to give ptanned guidance to the operation and the management of foreign 
investment, and the reform of the management system is the precondition for 

the implementation of planned guidance. At present, many problems have arisen 
from the management system of foreign investment. For instance, there is-a lack 
of an effective management department which is responsible for the management 

of the use of foreign investment. Moreover, the procedures of the evaluation 
and the rectification of foreign investment are complicated and tedious. The 
establishment of investment items by foreign-owned enterprises should be evalu- 
ated and ratified by the departments of the Stat. Planning Commission according 
to the stipulated amount limit. The establishment of investment in technology 
transformation should be evaluated and ratified by the State Economic Commission; 
and contracts should be evaluated and ratified by foreign trade departments. 

In addition, the management structures of the financial economic, and foreign 
exchange sectors, the taxation sector and the pricing sector should be further 
reformed, so that the expanding scale of the use of foreign investment can be 
coped with. 


2. Organization which are mainly responsible for the formulation of an indus- 
trial policy for the use of foreign investment should be appointed or established. 
ahe industrial policy for the use of foreign investment is the general policy 
on the use of foreign investment. Under the general policy, there are sub- 
policies such as the business, regional, economic and financial, taxation, 
foreign exchange, and pricing policies of the use of foreign investment. 

These sub-policies are not isolated ones. They control each other, depend on 
each other, promote each other, and serve the general policy. If there is no 
authoritative organization, the various concrete policies cannot be coordinated. 


3. The various regulations on the use of foreign investment should be per- 
fected. Once when the industrial policy is formulated, it should be bound by 
various laws and regulations, so that thorough implementation of the policy can 
be guaranteed. 


4. The investment environment should be improved, and we should make special 
efforts to improve the investment environment of the strategic industries. At 
present, we should reinforce the construction of the basic facilities, so that 
China's advantage of having low production costs can really be brought into play. 








5. A deep and fine investigation and research should be carried out, and 
particularly, regional, departmental, and sectoral investigation and research 
should be carried out. The objective laws of the development of productivity, 
and the objective laws of the arrangement of productivity, have to be sun- 
marized, so that the industrial policy can be established on an objective 
foundation. 


/9716 
CSO: 4006/0886 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


"FULL TEXT' OF CUSTOMS LAW PROMULGATED 22 JANUARY 


OW152315 Beijing XINHUA in English 0542 GMT 13 Jul 87 
[Following carried in two installments on 13, 15 July] 
[Text] Beijing (CEI)--Following is the full text of China’s customs law: 


Adopted on January 22, 1987 at the 19th session of the Standing Committee of 
the 6th National People’s Congress, promulgated on January 22, 1987 by Decree 
No 51 of the chairman of the People’s Republic of China and effective as of 
July 1, 1987. 


Chapter I. General Provisions 


Article 1. This law is formulated with a view to safeguarding China’s 
sovereignty and interests, strengthening its customs supervision and control, 
promoting its economic, trade, scientific, technological and cultural 
exchanges with other countries and protecting the socialist modernisation. 


Article 2. The customs of the People’s Republic of China is a state organ 
responsible for the supervision and control over all arrivals in and 
departures from the customs territory (hereinafter referred to as the 
territory). It shall, in accordance with this law and other related laws and 
regulations, exercise control over the means of transport, goods, luggage, 
postal items and other articles entering or leaving the territory (hereinafter 
referred to as inward and outward means of transport, goods and articles), 
collect customs duties and other taxes and fees, prevent and counter 
smuggling, compile customs statistics and deal with other customs affairs. 


Article 3. The State Council sets up the Customs General Administration, 
which is charged with the duty of carrying out unified administration of the 
customs establishments throughout the country. 


The state sets up customs establishments at ports opening to foreign countries 
and at places which call for concentrated customs operations. The subordinate 
relations of customs establishments may not be subject to dividing principles 
of administration. 


The customs establishments exercise their functions and powers independently 
in accordance with the law, and are responsible to the Customs General 
Administration. 
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Article 4. The customs establishment is vested with the following powers: 


1. To check inward and outward means of transport and examine inward and 
outward goods and articles; to detain those entering or leaving the territory 
in violation of this law and other related laws and regulations. 


2. To examine the papers of persons entering or leaving the territory; to 
interrogate those suspected of violating this law and other related laws and 
regulations, and investigate their illegal activities. 


3. To examine and duplicate contracts, invoices, accounts, bills, records, 
documents, business letters and cables, audio and video recordings and other 
data related to the inward and outward means of transport, goods and articles; 
to withhold those connected with the means of transport, goods and articles 
which enter or leave the territory in violation of this law and other related 
laws and regulations. 


4. To search, within the customs surveillance zone and the specified coastal 
or border area near the customs establishment, the means of transport 
suspected of smuggling goods and articles, the place suspected of concealing 
smuggling goods and articles and the person suspected of engaging in smuggling 
activities. Subject to the approval of the director of the customs 
establishment, a suspected smuggling criminal may be detained and handed over 
to the judicial organ. Such detention, which normally shall not exceed 24 
hours, may be extended to 48 hours under special circumstances. 


The specified coastal or border area is defined by the Customs General 
Administration and the public security department under the State Council 
jointly with the provincial governments concerned. 


5. To pursue the means of transport or person defying and escaping from 
customs control, and seize and bring them back to be properly dealt with, 
where necessary, the pursuers may continue the chase beyond the customs 
surveillance zone or the specified coastal or border area near the customs 
establishment. 


6. The customs establishment may be provided with weapons in order to 
exercise iis functions and powers. The rules governing the carriage and use 
of arms by customs personnel will be drawn up by the Customs General 
Administration jointly with the Ministry of Public Security and submitted to 
the State Council for approval. 


Article 5. All inward and outward means of transport, goods and articles 
shall enter or leave the territory at a place where there is a customs 
establishment. If under special circumstances they have to enter or leave the 
territory at a place without a customs establishment, permission shall be 
obtained from the State Council or the department authorised by it, and all 
customs formalities duly completed in accordance with this law. 
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Article 6. Unless otherwise provided for, all import and export goods shall e 
declared and their duties paid by declaration enterprises registered with the 
customs, or by enterprises entitled to do import and export business. The 
persons in charge of the declaration of these enterprises shall be assessed 
and approved by the customs. 


Declaration of inward and outward articles and payment of duties on them may 
be made either by the owner or by a person the owner has entrusted to act as 
his agent. 


The agent, in going through the declaration formalities, shall abide by all 
the provisions of this law pertaining to his client. 


Article 7. Customs personnel shall abide by laws and regulations, enforce the 
law impartially, be devoted to their duties and render service in a civilized 
manner. 


No units or individuals shall obstruct customs personnel from performing their 
duties. 


Where customs personnel meet with resistance wiiile carrying out their duties, 
the public security units and the troops of the people’s armed police 
performing related tasks shall provide assistance. 


Chapter II. Inward and Outward Means of Transport 


Article 8. When a means of transport arrives at or departs from a place where 
there is a customs establishment, the person in charge of the means of 
transport shall make an accurate declaration to the customs, submit the 
relevant papers for examination and accept customs control and examination. 


The inward and outward means of transport staying at a place with a customs 
establishment shall not depart from it without prior permission by the 
customs. 


Before a means of transport moves from one place with a customs establishment 
to another place with a customs establishment, it shall comply with the 
control requirements of the customs and complete customs formalities. No 
means of transport is allowed to change its course and leave the territory 
unless it has been properly cleared. 


Article 9. The inward means of transport which has entered the territory but 
has not made the declaration to the customs, and the outward means of 
transport which has cleared the customs but has not left the territory shall 
move along routes specified by competent communications authorities. In the 
absence of such routes, one shall be designated by the customs. 


Article 10. The customs shall be notified in advance either by the person in 
charge of the means of transport or by the transport and communications 
department of such details as when the vessel, train or aircraft will arrive 
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and depart, where it will stay, what places it will move to during its stay 
and when the loading nd unloading will take place. 


Article 11. The loading and unloading, the person in charge of the means of 
transport shall submit to the customs documents and records which reflect 
accurately the actual situation. 


Articles carried by the person embarking or disembarking from an inward and 
outward means of transport shall be declared accurately to the customs and 
shall be subject to customs examination. 


Article 12. When an inward and outward means of transport is being checked by 
the customs, the person in charge of the means of transport shall be present, 
and open holds, cabins, rooms, or doors of vehicles at the request of the 
customs. Where smuggling is suspected, the person in charge of the means of 
transport shall dismantle the part of the means of transport or remove the 
goods and materials from the place which may conceal the smuggled goods. 


When it is deemed necessary, the customs is entitled to assign personnel to 
perform duties on board the means of transport. The person in charge of the 
means of transport shall provide them with facilities. 


Article 13. An inward means of transport of countries or regions outside the 
territory or an outward means of transport of units or enterprises inside the 
territory shall not be transferred or devoted to other uses pending the 
completion of import or export formalities and payment of customs duties. 


Article 14. Where inward and outward vessels and aircraft are concurrently 
engaged in transportation of goods and passengers within the territory, 
customs approval shall be obtained and requirements for customs control met. 


Formalities shall be completed with the customs for an inward and outward 
means of transport which intends to change to the service within the 
territory. 


Article 15. Coastal transport vessels, fishing boats and ships engaged in 
special operations at sea shall not carry, purchase, obtain on an exchange 
basis or transfer inward and outward goods and articles without customs 
approval. 


Article 16. When by reason of force majeure, an inward and outward vessel or 
aircraft berths or lands at a place without a customs establishment, jettisons 
or discharges goods at such a place, the person in charge of the means of 
transport shall report immediately to the customs establishment nearby. 


Chapter III Inward and Outward Goods 
Article 17. Import goods shall be subject to customs control throughout the 


period from the time of arrival in the territory to the time of customs 
clearance; export goods, throughout the period from the time of declaration to 
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the time of departure from the territory; and transit, transshipment and 
through goods, throughout the period from the time of arrival in the territory 
to the time of departure from the territory. 


Article 18. Accurate declaration shall be made by the consignee for import 
goods, and by the consignor for export goods. In both cases, the import or 
export license and relevant papers shall be submitted to the customs for 
examination. Failing an import or export license, goods the importation or 
exportation of which is restricted by the state shall not be released. 
Specific measures for handling such matters will be enacted by the State 
Council. 


Declaration of import goods shall be made to the customs by the consignee 
within 14 days of the declaration of the arrival of the means of transport; 
declaration of export goods shall be made by the consignor 24 hours prior to 
the loading unless otherwise approved by the customs. 


Where the consignee fails to declare the import goods within the time limit 
mentioned above, a fee for delayed declaration shall be imposed by the 
customs. 


Article 19. All import and export goods shall be subject to customs 
examination. While the examination is being carried out, the consignee of the 
import goods or the consignor of the export goods shall be present and 
responsible for moving the goods, opening and restoring the packing. Where 
necessary, the customs is entitled to examine or re-examine the goods or take 
samples from them without the presence of the consignee or the consignor. 


Import and export goods may be exempted from examination if an application has 
been made by the consignee or consignor and approved by the Customs General 
Administration. 


Article 20. No import and export goods shall be endorsed for release by the 
customs without duties being paid or a guarantee provided by the consignee or 
the consignor, except those for which special customs permission has been 
granted. 


Article 21. Where the consignee fails to declare the import goods to the 
customs within 3 months of the declaration of the arrival of the means of 
transport, the goods shall be taken over and sold off by the customs. From 
the money thus obtained, the costs of transport, loading, unloading, storage, 
duties and taxes shall be deducted. The balance, if any, shall be returned to 
the consignee provided an application is submitted to the customs within 

1 year of the sale of the goods. If the consignee fails to apply within the 
time limit, the money shall be turned over to the state treasury. 


Inward goods established by the customs to be misdischarged or overdischarged 
may be returned to the place of consignment, or imported upon completion of 
necessary formalities by the person in charge of the means of transport 
carrying the goods, the consignee or the consignor of the goods within 
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3 months of the unloading. Where necessary, an extension of 3 months may be 
allowed subject to customs approval. If the formalities re not complete 
within the time limit, the goods shall be disposed of by the customs in 
accordance with the provisions laid down above. 


Where goods listed above are not suitable for long storage, the customs may 
dispose of them in the light of specific conditions before the time limit is 
reached. 


Import goods which the consignor or the owner states that he has abandoned 
shall be taken over and sold off by the customs. The money thus obtained will 
be turned over to the state treasury after the costs of transport, loading, 
unloading and storage have been deducted. 


Article 22. Temporarily imported or exported goods approved by the customs 
shall be re-shipping out of or into the territory within 6 months. The time 
limit may be extended in special circumstances when approved by the customs. 


Article 23. The operation of the storage, processirg and assembling of bonded 
goods and consignment sales shall be approved by and registered with the 
customs. 


Article 24. Formalities for import goods shall be completed by the consignee 
at the customs establishment at the place where the goods arrive in the 
territory; those for export goods by the consignor at the customs 
establishment where the goods depart from the territory. 


If applied for by the consignee or the consignor and approved by the customs, 
formalities for import goods may be completed at the place of destination 
where there is a customs establishment; those for export goods at the place of 
consignment where there is a customs establishment. The transport of such 
goods from one place to another shall comply with the control requirements of 
the customs. When deemed necessary, customs personnel may escort the goods in 
transportation. 


Where goods enter or leave the territory by electric cables, pipelines or the 
special modes of conveyance, the business units concerned shall report at 
regular intervals to the designated customs establishment and complete 
required formalities. 


Article 25. All transit, transshipment and through goods shall be accurately 
declared by the person in charge of the means of transport to the customs 
establishment at the place where the goods enter the territory, and shipped 
out of the territory within the time limit. 


Where deemed necessary, the customs may examine such goods. 
Article 26. Without customs approval, no unit or individual shall open, pick 


up, deliver, forward, change, repack, mortgage or transfer goods under customs 
control, or change the identification marks of such goods. 
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Seals affixed by the customs shall not be opened or broken by any person 
without customs authorisation. 


The managing personnel of warehouses and places where goods under customs 
control are kept shall complete procedures for the receipt and delivery of 
goods in accordance with customs regulations. 


The storage of goods under customs control at a place outside the customs 
surveillance zone shall be approved by the customs and subject to customs 
control. 


Article 27. The Customs General Administration will draw up, independently or 
jointly with the relevant departments under the State Council, rules for the 
control over inward and outward containers; rules for the control over the 
salvage of inward and outward goods involved in small border transactions and 
other inward and outward goods not specified in this law. 


Chapter IV. Inward and Outward Articles 


Article 28. Inward and outward luggage carried by individuals and inward and 
outward articles sent by post shall be for personal use, in reasonable 
quantities and subject to customs control. 


Article 29. All inward and outward articles shall be accurately declared to 
the customs by the owner, and shall e subject to customs examination. 


Seals affixed by the customs shall not be opened or broken by any person 
without authorisation. 


Article 30. The loading, unloading, transshipment and transit of inward and 
outward mail bags shall be subject to customs control, and a covering way bill 
shall be submitted to the customs by the enterprise providing postal service. 


The enterprise providing postal service shall inform the customs in advance 
of the schedule for the >r »ming and sealing of international mail bags. The 
customs shall send personnel to exercise control over and carry out 
examination of the bags accordingly. 


Article 31. Inward and outward articles sent by post shall be delivered only 
after they have been examined and released by the customs. 


Article 32. Articles registered with and approved by the customs for duty 
exemption for temporarily entering or leaving the territory, shall be brought 
out or into the territory again by the owner. 


Persons passing through the territory shall not leave the articles they carry 
in the territory without customs approval. 


Article 33. In accordance with article 21 of this law, the customs is 
entitled to dispose of inward and outward articles, the abandonment of which 
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has been declared by the owner; articles to which no one makes a claim or for 
which customs formalities are not completed within the time limit set by the 
customs; and postal items which can neither be delivered nor returned. 


Article 34. Articles intended for official or personal use by foreign 
missions or personnel enjoying diplomatic privileges and immunities shall be 
dealt with in accordance with the regulations of the People’s Republic of 
China on diplomatic privileges and immunities. 


Chapter V. Customs Duties 


Article 35. Unless otherwise provided for in this law, customs duties shall 
be levied according to the import and export tariff on goods permitted to be 
imported or exported and articles permitted to enter or leave the territory. 
The tariff shall be made known to the public. 


Article 36. The consignee of import goods, the consignor of export goods and 
the owner of inward and outward articles are persons obligated to pay customs 
duties. 


Article 37. The person obligated to pay the customs duty on import or export 
goods shall pay the amount levied within 7 days following the day of issuance 
of the duty memo. In case of failure to meet this time limit, a fee for 
delayed payment shall be imposed by the customs. Where the delay exceeds 3 
months, the customs is entitled to either make the guarantor pay the duties or 
sell off the goods for compensation. When deemed necessary, the customs may 
ask the bank to deduct the amount of duties due from the deposits of the 
guarantor or the person obligated to pay the duty. 


The payment of duties on inward and outward articles shall be made by the 
person obligated to pay, prior to their release. 


Article 38. The duty-paying value of an import item shall be its normal CIF 
price, which shall be approved by the customs; the duty-paying value of an 
export item shall be its FOB price, which shall be approved by the customs, 
minus the export duty. Where it is impossible to ascertain the CIF or FOB 
price, the duty-paying value shall be assessed by customs. 


The duty-paying value of an inward and outward article shall be fixed by the 
customs. 


Article 39. Duty reduction or exemption is available for the import and 
export goods and inward and outward articles listed below: 


1. Advertising items and trade samples of no commercial value; 


2. Materials presented free of charge by foreign governments or international 
organisations; 


3. Goods suffering damage or loss caused prior to customs release; 
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4. Articles of a quantity or value below the fixed limit; 


5. Other goods and articles specified by the law as items enjoying duty 
reduction or exemption; 


6. Goods and articles specified as duty reduction or exemption items by 
international treaties to which the People’s Republic of China is either 4 
contracting or an acceding party. 


Article 40. Duty reduction or exemption is granted to import and export goods 
of the special economic zones and other specially designated areas; to import 
and export goods of specific enterprises such as Chinesie foreign joint 
ventures, contractual joint ventures and enterprises with exclusive foreign 
investment; to import and export goods devoted to specific purposes; and to 
material donated for use by public welfare undertakings. The State Council 
shall specify the exact item and enact rules for the implementation of such 
reduction and exemption. 


The State Council or the departments empowered by the State Council will also 
specify the duty reduction or exemption items involved in small (?border) 
transactions and work out rules for the implementation of such reduction or 
exemption. 


Article 41. All import goods and articles to which duty reduction or 
exemption is granted in accordance with the preceding article shall be used 
only in specific areas and enterprises and for specific purposes. They shall 
not be utilised otherwise unless customs approval is obtained and duties duly 


paid. 


Article 42. Ad hoc duty reduction or exemption not specified in article 39 
and 40 of this law shall be examined and approved by the Customs General 
Administration independently or jointly with the financial department under 
the State Council in accordance with the regulations of the State Council. 


Article 43. Temporary duty exemptior is available to goods approved by the 
customs as temporarily imported or exported items and to bonded goods imported 
by special permission after the consignee or the consignor of the goods 
submits to the customs a guarantee or a deposit of an amount equal to the 
duties. 


Article 44. Where the customs finds that the duties are short-levied or not 
levied on import and export goods, or on an inward and outward article after 
its release, the customs is entitled to collect the money payable from the 
person obligated to pay the duty within one year of the previous duty payment 
or the release of the item. If the short- or non-levying of the duties is 
attributable to an activity violating the customs regulations by the person 
obligated to pay the duty, the customs is entitled to cause the person 
concerned to make good the omission within 3 years. 
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Article 45. Where the duties are over-levied, the customs, upon discovery, 
shall refund the money without delay. The duty payer is entitled to ask the 
customs for the refunding within one year of the date of duty payment. 


Article 46. Where the person obligated to pay the duty is involved ina 
dispute over duty payment with the customs, he shall first pay the duties and 
then, within 30 days of the issuance of the duty memo, apply to the customs in 
writing for a reconsideration of the case. The customs shall reach a decision 
within 15 days of receipt of the application. If the person obligated to pay 
the duty refuses to accept the decision, he is entitled to apply to the 
Customs General Administration for a reconsideration of the case within 15 
days of receipt of the decision. If the decision of the Customs General 
Administration is still considered unacceptable, the person concerned may sue 
at the People’s Court within 15 days or receipt of the decision. 


Chapter VI. Legal Responsibilities 


Article 47. Evasion of customs control in one of the forms listed below 
constitutes a crime of smuggling: 


1. To transport, carry or send by post into or out of the territory narcotic 
drugs, weapons or counterfeit currencies which are prohibited from being 
imported or exported by the state; to transport, curry or send by post into or 
out of the territory obscene objects for the purpose of profit-making or 
dissemination; or to transport, carry or send by post out of the territory 
precious cultural relics which are prohibited by the state from being 
exported. 


2. To transport, carry or send by post into or out of the territory for the 
purpose of making a profit, articles in relatively large quantities or of 
relatively large value which are prohibited by the state from being imported 
or exported, but which are not included in 1 of this article; and goods and 
articles in relatively large quantities or of relatively large value whose 
importation or exportation is restricted by the state or which are liable to 
customs duties by laws and regulations. 


3. To sell without due customs’s approval and payment of duties bonded goods 
imported by special permission or goods listed for mandatory duty reduction or 
exemption in relatively large quantities or of relatively large value. 


Armed smuggling of goods and articles or resistance by violence to customs 
examination of smuggled goods and articles constitutes a crime of smuggling, 
whatever the quantity or value of the goods and articles involved. 


The punishments meted out to persons guilty of smuggling by the order of the 
People’s Court include imposing a fine and confiscating the smuggled goods and 
articles, the means of transport engaged in smuggling and the illegal incomes 
obtained therefore. 
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Where an enterprise, an undertaking, a state department or a social 
organisation is guilty of smuggling, the judicial organ shall investigate and 
affix the responsibility of the person in charge and the person directly 
answerable for the offence, make an order to import a fine on the unit and 
confiscate the smuggled goods and articles, the means of transport engaged in 
smuggling and the illegal incomes obtained therefrom. 


Article 48. If the smuggled goods and articles involved in one of the acts 
listed under 2 and 3 of article 47 of this law are not large in quantity nor 
in value, or where the carrying or sending by post of obscene objects into or 
out of the territory does not yet constitute a crime of smuggling, the 
customs, while confiscating the goods, articles or illegal incomes obtained 
therefrom, may at the same time impose a penalty on the person concerned. 


Article 49. Any of the following acts shall be deal with as a crime of 
smuggling and punished in accordance with the provisions of article 47 of this 
law: 


1. To purchase directly and illegally from the smuggler articles which are 
prohibited by the state from being imported; or to purchase directly and 
illegally from the smuggler other smuggled goods and articles in relatively 
large quantities or of relatively large value; 


2. To transport, purchase or sell on inland or territorial waters articles 
which are prohibited by the state from being imported or exported; or 
transport, purchase or sell without legal certification goods and articles 
whose importation or exportation is restricted by the state in relatively 
large quantities or of relatively large value. 


Where an act listed above is of a nature not serious enough to make it a crime 
of smuggling, punishment will be meted out in accordance with the provisions 
under article 48 of this law. 


Article 50. Any individual who carries or sends by post articles for personal 
use into or out of the territory in an quantity exceeding the reasonable limit 
and fails to declare them to the customs shall be made to pay the duties and 
may be punished with a penalty. 


Article 51. A penalty may be imposed for any of the following acts which 
violate the control regulations of the customs: 


1. For a means of transport to enter or leave the territory at a place 
without a customs establishment; 


2. To fail to inform the customs of the arrival and the departure time of the 
means of transport and the place where it will stay or any change of such a 
place; 


3. To fail to declare accurately to the customs the import and export goods 
and the transit, transshipment and through goods; 
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4. To fail to accept the checking and examination by the customs of the means 
of transport, goods and articles in accordance with relevant regulations; 


4. For an inward and outward means of transport, to load and unload inward 
and outward goods and articles, or to embark and disembark passengers without 
customs approval; 


6. For an inward and outward means of transport staying at a place with a 
customs establishment to leave without customs approval; 


7. For an inward and outward means of transport enroute from one place with a 
customs establishment to another with a customs establishment to move out of 
the territory or to a point in the territory where there is no customs 
establishment without completing the clearance formalities and obtaining the 
customs permit; 


8. For an inward and outward means of transport to engage concurrently in or 
change to the service within the territory without customs approval; 


9. For an inward and outward vessel or aircraft which by force majeure stops 
and lands at a point without a customs establishment, or jettisons or 
discharges the cargo in the territory to fail unjustifiably to report to the 
customs authorities nearby; 


10. To open, pick up, deliver, forward, change, repack, mortgage or transfer 
goods under customs control without customs approval; 


11. To open or damage seals affixed by the customs; 


12. To violate other regulations in this law concerning customs control, so 
that the customs cannot exercise or has to suspend control over inward and 
outward means of transport, goods and articles. 


Article 52. The smuggled goods and articles, the smuggling means of transport 
and the illegal incomes which are confiscated by order of the People’s Court, 
and the fines shall all be turned over to the state treasury; so shall the 
penalties, smuggled goods and articles and illegal i:comes which are 
confiscated by the decision of the customs. It is tle responsibility of the 
customs to handle all smuggled goods and articles am! the smuggling means of 
transport confiscated by order of the People’s Court and the decision of the 
customs, and turn them over to the state treasury in accordance with the 
regulations of the State Council. 


Article 53. If the person concerned finds the customs decision of punishment 
unacceptable, he may submit an application for reconsideration of the case to 
either the customs establishment making the decision or to one at the higher 
level, within 30 days of receipt of the notification of punishment or within 
30 days of announcement of the punishment in case notification is impossible. 
If the person concerned finds the decision reached after the reconsideration 
unacceptable, he may sue at the People’s Court within 30 days of receipt of 
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the decision. The person concerned may also sue directly at the People’s 
Court within 30 days of receipt of the notification of punishment or 30 days 
after the punishment is publicly amnounced. If the person concerned refuses 
to carry out the customs decision within this time limit and fails to apply 
for a reconsideration of the case or sue at the People’s Court, the customs 
making the decision may confiscate the deposit of the person concerned, sell 
off the goods, articles and means of transport it has detained, or ask the 
People’s Court to force the execution of the decision. 


Article 54. If the customs causes damage to any and outward goods and 
articles while examining them, it shall make up for the actual loss from such 


damage. 
Article 55. The responsibility of the customs personnel who divide up 


confiscated smuggled goods and articles among themselves shall be investigated 
and affixed in accordance with article 155 of the Criminal Law of the People’s 


Republic of China. 


No customs personnel shail purchase confiscated smuggled goods and articles. 
Those who have done so shall be made to return the goods and articles, and 
may be given a disciplinary sanction. 


Article 56. The customs personnel who abuse their power and intentionally 
create difficulties or procrastinate the control and examination shali be 


given a disciplinary sanction. Those who practise graft, neglect their duties 


or indulge in smuggling shall be given a disciplinary sanction or made to 
shoulder the responsibility of the offence in accordance with the law, 
depending on the seriousness of the case. 


Chapter VII. Supplementary Articles 
Article 57. Terms used in this law are defined as follows: 


The term “inward and outward means of transport” means various vessels, 
vehicles, aircraft and animals of burden which enter or leave the territory 
carrying persons, goods and articles. 


The term “transit, transshipment and through goods" means goods which come 
from a place outside the territory and pass through the territory enroute to 
a place outside the territory. Among them, “transit goods" are those which 
pass through the territory by land "transshipment goods" are those which do 
not pass through the territory by land but call for a change of the means of 
transport at a place with a customs establishment, and "through goods" are 
those which are carried into and out of the territory by the same vessel or 
aircraft. 


The terms “goods under customs conti ans import and export goods listed 
under article 17 of this law, transit goods, transshipment goods, through 
goods, temporary import and export goods, bonded goods and other inward and 
outward goods for which customs formalities have not been completed. 
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The term “bonded goods” means goods which have entered the territory, approved 
by the customs as items for which no formalities are performed in the way of 
duty payment, and will be reshipped out of the territory after being stored, 
processed or assembled in the territory. 


The term “customs surveillance zone” means any seaport, railway and highway 
station, airport, border pass or international postal matter exchange where 
there is a customs establishment; any other place where customs control is 
conducted, or any place without a customs establishment but which has been 
approved by the State Council as a point of ercry and exit of the territory. 


Article 58. The customs shall reward persons or units providing information or 
assistance which leads to the uncovering of offences against this law. It 
shall keep the identities of such persons or units strictly confidential. 


Article 59. The State Council will draw up rules governing the control over 
the means of transport, goods and articles of other parts of the territory 
entering and leaving the special economic zone and other specially designated 
areas. 


Article 60. The Customs General Administration will formulate regulations for 
the implementation of this law. The regulations will come into force after 
being approved by the State Council. 


Article 61. This law will come into effect on July 1, 1987 whereupon 
provisional customs law of the People’s Republic of China promulgated on April 
18, 1951 shall be annulled. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


NEW REGULATIONS ENCOURAGE GROWTH OF EXPORTS 
SKO70623 Shenyang Liaoning Provincial Service in Mandarin 0930 GMI 5 Aug 87 


[Text] At the provincial conference to exchange export experiences held in 
Jinzhou yesterday, the provincial government issued the province's new nine 
regulations encouraging expansion of exports to earn more foreign exchange. 
The major content of the nine regulations is as follows: Enterprises that 
produce export commodities, and units that supply such commodities will be 
awarded if they purchase more goods for exports than they did last year. 
Preferential treatment, such as reduction or exemption of regulatory taxes, 
will be granted with regard to some export industrial goods whose purchase 
prices cannot be raised. Raw materials and packing materials needed in the 
production of export goods which sell well on the world market and whose cost 
is fairly low in terms of forcign exchange will be supplied on a priority basis. 
Enterprises which have used foreign exchange loans to import the raw materials 
and necessary accessories needed in their production of export commodities are 
allowed to pay back their loans first with the foreign exchange they earn, and 
then share the remaining part with departments concerned. Enterprises which 
have used their own foreign exchange to import the raw materials and necessary 
accessories needed in their production of export commodities are allowed to 
retain the amount they have used first from the foreign exchange they earn, and 
then share the remaining part with departments concerned. 


Special funds will be allocated to support the production of export goods. 

The province will set aside 2 percent of the foreign exchange it has retained 
and distribute it to various cities to specially award the key enterprises 
engaged in intensive and precision procession and those that make greater con- 
tributions to earning foreign exchange through export. Some 70 percent of the 
foreign exchange earned from above-quota export commodities this year will be 
shared by enterprises and the remaining 30 percent by departments concerned, 
and the distribution will be implemented within this year. Production enter- 
prises which have the power for foreign trade business are allowed, within the 
framework of state policies, to use their own foreign exchange or funds to 
import advanced technology or equipment. They also have the right to decide 

by themselves on the unscheduled purchases of sample equipment worth less 

than $50,000 to be used for technological progress with their own foreign 
exchange during the period of export. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


RENEWED EFFORTS TO EXPORT TECHNOLOGY PLANNED 
HK170806 Beijing CHINA DAILY in English 17 Aug 87 p 1 
{Article by Guo Zhongshi ] 


[Text] China’s foreign trade authorities, set to elbow their way into the 
world tech-market, have made new plans to encourage the country’s exports of 
technology. 


The measures will give more flexible policies but stricter management of 
technology exporters. 


They will help promote cooperation and build up an overseas sales network and 
information systems and are expected to help the country earn a place in the 
international technology market, according to officials of the Ministry of 
Foreign Economic Relations and Trade. 


An official of the Technology Export Bureau of the Ministry told CHINA DAILY 
that the value of China’s technology exports reached $50 million in the first 
half of this year, nearly double the figure for the same period last year. 


At present, China has already developed a number of different types of 
technology which are attractive to both the developing countries and the 
developed nations, the official said. 


Under the new scheme, advanced technology that China imported over the past 
few years will be used to help create more technology for the domestic and 
overseas markets, said Zhang Haoruo, vice-minister of the ministry. 


Exports of technology are to be accompanied by hardware so as to earn huge 
amounts of foreign currency, Zhang said. He quoted estimates that the new 
form of technology export could bring in possible annual foreign exchange 
earnings of up to $1 billion by the end of the century. 


Meanwhile, special efforts are to be made to contract overseas projects, in an 
attempt to bring about a comprehensive export of technology, equipment and 
labour, he said. 


Guo Shuyan, vice-minister of the State Scientific Commission, said a number 
of competitive commodities are to be selected for export onto the world market 
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through various trade fairs. He said that his commission and the Ministry of 
Foreign Economic Relations and Trade have decided to hold a national export 
fair every year, starting in 1988, to commercialize China’s technology. 


Guo said powerful trade groups and cooperatives combining technology, 
industry and trade will be set up, aiming specially at the world technology 
market. , a 


At the same time, Zhang Haoruo said, the system of approval for technology 
export projects and contracts will be stricter and management of export 
organizations will be tighter so as to avoid unnecessary and aimless 
competition between exporters at home. 


Zhang said as China’s industrial and agricultural production technology well 
suits the need of developing countries and some of the country’s advanced 
technology attracts developed countries, he is confident of a bright future 
for China’s technology export. 





| So far, China has already entered the world high-tech market through its 
satellite-launching services, he said. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


COMPREHENSIVE ENTERPRISE BOOSTS CIVIL EXPORTS 
OW071012 Beijing XINHUA in English 0944 GMT 7 Jul 87 


[Text] Beijing, July 7 (XINHUA)--China North Industries Corporation exported 
13 million U.S. dollars worth of civilian products in the first half of this 
year, an increase of 235 percent over the same period of 1986, Yang Wenruo, 
its vice president told XINHUA today. 


The Chinese Government has urged its military enterprises to cooperate with 
civil enterprises to develop civilian products to serve the country’s 
economic construction and social development. Many military enterprises have 
shifted to civil production in recent years. 


The corporation is China’s largest, comprehensive industrial enterprise 
combining military and civil production, with hundreds of subordinate 
enterprises. 


He said, "Many of the enterprises have developed more than 2,000 varieties of 
civil products recently, some of which are up to international levels.” 


Since the corporation began to export civil products in 1980, he noted, it has 
exported chemical products, optical instruments and medical equipment to 32 
countries and regions including the United States, Canada, Federal Germany, 
Australia, Japan, Jordan, Singapore, Uganda, and the Hong Kong region. 


He said, China North Industries Corporation has established seven branches 
and more than 10 joint ventures with enterprises of the United States, 
Australia, and the Hong Kong region. 


He said, "We are working out a planning for the export of civilian products in 
the late three years of the seventh five year plan (1986 to 1990). The export 
volume is expected to reach 100 million U.S. dollars in 1990. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


HUNAN ACCELERATES PACE OF DEVELOPMENT 
HK110539 Hong Kong ZHONGGUO TONGXUN SHE in Chinese 1020 GMT 6 Aug 87 


[Interview with Hunan Vice Governor Chen Bangzhu by reporter Zhao 
Yuanguang [6392 6678 0342]: “Hunan Opens up to the Outside World at a 
Quickened Pace"] 


[Excerpt] Hunan Province, well known for its location to the south of China's 
second largest freshwater lake, Dongtinghu, is properly called “three homes 
and one land.” (The home of fish and rice, the home of nonferrous metals, 

the home of non-metal products, and the land of tourism) 


A few days ago, at the invitation of some representative offices dispatched by 
Hunan's foreign trade organs to Hong Kong, this reporter visited the 

province. Vice governor Chen Bangzhu, who is in charge of the province's 
foreign economic relations and foreign trade, briefed me on “three homes and 
one land” and the development of foreign trade in Hunan Province. 


Hunan is Worthy of the Title of “Three Homes and One Land” 


Chen Bangzhu said that of Hunan's main agricultural products, the output of 
rice, ramie, cotton, oranges, vegetable oil, lotus seeds, dried lily flowers, 
pepper, flue-cured tobacco, pigs, and aquatic products occupies an important 
position in China. Of more than 80 mineral products of which reserves have 
been discovered in Hunan, the tungsten and antimony reserves rank among the best 
in the world; the reserves of bismuth, realgar, fluorite rank first in 

China; the reserves of lead, zinc, kaolin, and graphite rank second in China; 
the reserves of more than 20 minerals, such as manganese, tin, vanadium, and 
beryllium are well known throughout the country; and its coal reserves are 
relatively large compared with other provinces in the south of Changjiang. 
Hunan has some industrial foundation. In particular, its ability to process 
ramie and its output of ramie products top the country. Its cigarette output 
ranks third in the country and the export volume of its ceramics accounts for 
1/7 of the country's total. In addition, Hunan prvoince has many age-old and 
spectacular local handicraft articles and native products, such as Hunan 
embroidery, Tongguan ceramics, carved stone of chrysanthemum, firecrackers 

and fireworks, feather products, Fanhuang carved bamboo products, bamboo-made 
handicrafts, and smoky quartz carvings. All these products are well known for 
their unique artistic style and strong nationality characteristics. 
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Hunan Started Later Than Other Provinces in Opening up to the Outside World 


Since 1980, Hunan's foreign trade has gradually changed from mainly allocating 
its products to coastal cities and ports for export to overall management of 
export and import by itself. Its income from exports in 1986 reached more than 
$500 million and its imports amounted to some $120 million. Hunan now has 
established foreign trade relations with more than 2,000 companies in 110 
countries and regions. Hong Kong, Macao, the United States, Japan, and the 

EC are Hunan's major trade partners. 


However, Hunan started the work of using foreign funds and importing advanced 
technology and equipment in 1984, so the scale of the work is still very small. 
Chen Bangzhu disclosed that by the end of 1986, the province had approved 

226 projects using foreign funds, involving a sum of $150 million. Among the 
projects, 78 were invested in by foreign businessmen and half of them have 
been put into operation. It has imported technology in 416 projects, involving 
a sum of $350 million. About 70 percent of the projects have been completed 
and put into operation. In addition, the province has made corresponding 
development in contracting for foreign projects and exporting labor service, 
and has established some joint ventures and solely-operated enterprises in 
foreign countries. 


Bring Into Play its Strong Points, Surpass Other Provinces 


On the Second Hunan Provincial Foreign Economic, Trade, and Technological 
Cooperation Talks to be held in September, Chen Bangzhu said that this is a 
relatively large and comprehensive talks, which will deal with not only export 
business, but also projects of using foreign funds, importing technology, and 
exporting technology. With great interest, he disclosed that some 59 projects 
of using foreign funds and importing technology will be discussed at the talks. 
Most of the 30 projects using foreign funds involve cooperation in the fields 
of basic industry, raw materials industry, and resources exploitation; and they 
have relatively strong ability to earn foreign exchange and can generally main- 
tain a balance in earnings and outlays of foreign exchange. Of the 29 projects 
on importing technology, most involve software technology and key equipment. 

In addition, the talks will introduce a new technology export. An exhibition 
hall of technology exports will especially be set up and a trading delegation 
on exporting technology will be established. Some 46 projects on technology 
exports will be introduced to people at the talks, including the technology 

of cultivating hybrid rice seeds which leads the world, the technology of 
building methane-generating pits, the technology of brushing and plating 
ternary alloy, the technology of building diversion chimneys, and some indus- 
trial technologies needed by developing countries. 





Hunan's investment environments have gradually been improving in recent years. 
Chen Bangzhu said that in accordance with the "Regulations on Encouraging 

Foreign Businessmen To Make Investments" formulated by the State Council and 
in connection with its practical situation, Hunan Province has announced 8 

preferential measures to encourage foreign businessmen to make investments and 
has adopted more preferential policies toward foreign-capital enterprises and 
provided them with more facilities in the fields of energy, site, labor force, 
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funds, the arrangement of transportation and communications equipment, site 
charges, labor charges, and taxation. It will also ensure that foreign-capital 
enterprises have decisionmaking power in business management in accordance 

with China's relevant laws and regulations. Furthermore, the province's 

basic facilities, such as transportation and communications means, will be 
further improved. Two new airports, namely, Changsha's Huanghua Airport and 
Western Hunan's Dayong Airport, will be completed and put into operation at 

the end of next year. Some 10,000 program-controlled telephone sets will start 
operation in Changsha this month. Optical communication fibre networks will 
be jointly set up in Changsha, Zhuzhou, and Xiangtan cities. 


Looking forward to Hunan's future development in foreign economic relations 
and trade and in using foreign funds and importing advanced technology and 
equipment, Chen Bangzhu confidently said that Hunan Province will do its best 
to bring into play its strong points in abundant natural resources and in 
favorable natural conditions, gradually improve investment environments, and 
Strive to surpass other provinces in this respect. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


BRIEFS 


JUNE TRADE BALANCE--Bei jing (CEI)--China nearly balanced its foreign trade in 
June, with 3,439.14 million U.S. dollars of exports and 3,461.62 million U.S. 
dollars of imports, according to the customs. China’s foreign trade deficit 
reduced to only 22.48 million U.S. dollars in June. In the first half of this 
year, China’s foreign trade totaled 35.2756 billion U.S. dollars; of this, 
exports valued at 16.6346 billion U.S. dollars, increased by 24.19 percent, 
and imports valued at 18.6409 billion U.S. dollars, dropped by 6.23 percent, 
compared with the same period last year. In the first six months, China still 
has a trade deficit of 2.006 billion U.S. dollars. But it is much less than 
6.485 billion U.S. dollars, the figure of the same period of last year. 

[Text] [Beijing XINHUA in English 0533 GYT 15 Jul 87 OW] /6662 
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AGRICULTURE ECONOMIC 


PRICE REFORM FOR AGRICULTURAL COMMODITIES 
Beijing JINGJIXUE ZHOUBAO in Chinese 7 Jun 87 p 6 


[Article by Yang Lu [2799 7627], of the State Council's Economic Development 
Research Council: "Thoughts on Perfecting Price Reform for Agricultural 
Goods") 


[Text] I. The Situation and the Issues 


The increase in procurement prices for 18 kinds of local specialty 
agricultural products beginning in 1978 set the precedent, and thereafter 
prices were constantly readjusted year after year. Then, for grain 
procurement prices, the adoption of a method to lower base prices for state 
monopoly purchasing and expand the markup ratio for over-quota goods improved 
the average mixed cost. By 1984 procurement price ratios for agricultural 
products were essentially reasonable. By putting into effect a fixed ratio 
for markups on over-quota grain, cotton, and oil, we freed ourselves from the 
financial burden of limitless markups on over-quota goods produced following 
increases in agricultural production. Originally, we mainly effected a slight 
increase in the procurement price for live hogs so that we could basically 
rearrange procurement prices for agricultural goods. But in January 1985 we 
eliminated state monopoly assigned procurement quotas and, except for contract 
procurement quotas on grain, cotton, and oil at fixed markup ratios, all 
procurement prices for agricultural goods were gradually deregulated. As a 
result, the price of many cash crops and livestock products skyrocketed. The 
prices of jute, ambari hemp, and a small number of other products whose prices 
had risen considerably in 1984 declined sharply in 1985, causing procurement 
prices for agricultural goods to rise and fall irregularly. Grain prices also 
hit rock bottom, thus affecting farmer enthusiasm for growing grain. Because 
pricing for agricultural goods was deregulated, market regulation was put into 
effect across the boards. Some provincial and prefectural people's 
governments wanted to strengthen control when problems occurred, but they got 
nowhere. Consequently, we urgently need to make some new choices on price 
reform for agricultural goods. 


II. Countermeasures 


Some comrades feel that current reform and deregulation is just getting under 
way, and some of these measures have hardly been tried yet. They believe that 
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not only has reform not been overdone, but the market has not been 
sufficiently stimulated or deregulated. By its own logic, this kind of 
viewpoint cannot help but be a generalized one. Because events develop 
unevenly, to say that "some of these measures have hardly been tried yet" 
certainly cannot demonstrate that in any given aspect or place reform has not 
been overdone, that the market has not been stimulated enough, or that there 
has not been real deregulation. On the contrary, we should practically and 
realistically adopt the correct countermeasures. 


Right now market regulation is actually predominant in the agricultural 
market, and price management for farm goods is actually accomplished primarily 
through market regulation of prices. Grain, cotton, and oil are procured 
under contract procurement quotas at a fixed ratio markup; some regional 
Sugar, tobacco, and a small number of other varieties are sold at fixed state 
prices; and live hogs, tea, and a few other products employ state-guided 
pricing, but, except for these, all other products go by market-regulated 
prices. Because our understanding of various aspects is inconsistent, and 
because market management is not comprehensive, state-guided pricing often 
cannot be carried out. If we say that this means the market has not been 
sufficiently stimulated or deregulated, then how can we stimulate and 
deregulate it further? In the past few years supplies of many commodities on 
the agricultural market have fallen short of demand. Since no control or 
supervision has been appended to the multichannel economy, one after another 
industry, commerce, foreign trade, all types of companies, and peasant small 
retailers have forced up commodity prices in the rush to purchase scarce 
supplies. This has led to soaring prices, and in some cases the price rise 
was excessive and supplies began to outstrip demand. One after another, 
everyone then refused to buy, and this caused prices to plummet sharply. This 
Situation should not be allowed to continue, because unreasonable price ratios 
for agricultural goods are very detrimental to stable, coordinated growth in 
agricultural production. In line with the current state of deregulation in 
agricultural pricing, we should focus our research on the problem of how to 
strengthen management given market deregulation and stimulation, rather than 
on how to deregulate further. To further reform and perfect the system of 
price management for agricultural goods we must primarily clarify what goals 
and patterns of a planned management system and a price management system are 
mutually compatible with a pianned commodity economy. I believe we should 
make clear that guided planning should be the major form of planning, 
contracted procurement quotas should be the major form for buying and selling, 
and state guided pricing should be the major form of pricing. This will 
Substitute guided planning for yesterday's mandated planning and today's 
market regulation, it will substitute contract procurement quotas for 
yesterday's state monopoly and assigned procurement and today's free buying 
and selling, and it will substitute floating prices and restricted prices 
within state-guided price ranges for yesterday's state stipulated prices 
(state-fixed prices) and today's market-regulated prices (free prices). 
Consultations among various areas of industry, agriculture, and trade will 
enable farmers to operate under the guidance of the state plan to discuss and, 
through contracts, determine production arrangements and negotiate prices 
within a certain range. This is more directed than complete market 
regulation, and more flexible and open to discussion than mandated planning, 
State monopoly and assigned procurement, and state-stipulated pricing. It is 
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also relatively well-suited to a planned commodity economy based on the system 
of public ownership. Guided planning, contract procurement quotas, and state- 
guided pricing are essentially suited to relatively important, staple 
agricultural goods, including what were stipulated as first- and second-class 
agricultural products in the past. These goods have a relatively major effect 
on production and standards of living. .They account for a majority of the 
value of output, but only a small portion of the variety of goods, and they 
both need to and can be managed. Because we cannot manage goods that account 
for a small portion of the value of output and a major portion of the variety 
of goods, for them we should continue to use market regulation, free buying 
and selling, and market-regulated pricing. 


Tne reason that fairly important, staple agricultural goods should be managed 
by the state is primarily that output is intimately linked to natural 
resources. Production in the planting industry is first of all restricted by 
cultivated land area. Except in a very few places where the multiple cropping 
area can be expanded or where wasteland can be recovered to solve the problen, 
increasing the sown area for this kind of crop means in most cases that we 
must decrease the sown area for one or more other crops. In the past few 
years Heilongjiang has experienced a repetitive cycle of price increases that 
begins with soybeans and proceeds to corn and then beets. Now, Guangdong, 
which is seeking another increase in wheat prices, is experiencing a similar 
Situation. If this continues, we will never be able to form reasonable price 
ratios, and we will get into another repetitive cycle of price increases. 
This illustrates completely that relying on price incentives alone is no way 
to attain coordinated development in the planting industry. For the major 
varieties in the planting industry we should be attuned both to all areas of 
need and to a guiding plan and reasonable price ratio that incorporates 
centralized consultation to arrange growing areas for all crops. 


I¥. [As published] We Must Satisfactorily Implement State-Guided Pricing and 
Ensure that It Reduces Negative Effects 


If we are to do a satisfactory job of implementing state-guided pricing, the 
departments supervising commodity pricing must act quickly, in accordance with 
changes in social labor productivity and supply and demand relationships on 
the market, to make reasonabie readjustments in prices and relevant 
Stipulations. In addition, they should not readjust prices at will and ignore 
reasonable price ratios for interrelated products based solely on excessively 
high or low production costs to a minority of producers and entrepreneurs or 
on the state of market supply and demand at a single time and place. 
Producers and entrepreneurs must be able to reflect supply and demand 
relationships on the market with great sensitivity, voluntarily raising or 
lowering prices as the occasion demands. They must also be forbidden to 
exceed the stipulated limits--to completely and fully reflect supply and 
demand relationships on the market, whatever the unrestrained price movements 
may be--or to raise or lower prices with no restrictions whatsoever. This is 
necessary to avoid creating sudden, sharp price increases and decreases, and 
to prevent impediments or damages to the stable, coordinated development of 
production circulation. For this reason, we must maintain a tolerant, relaxed 
environment with a good foundation and relatively few restrictions: that is, 
we must maintain an environment in which we can decide on our own initiative, 
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within stipulated limits, to raise or lower prices as the situation warrants. 
This must be done to provide producers and entrepreneurs with a signal to 
adjust production or operations, to provide consumers with a signal to 
increase or decrease consumption, and to provide planning departments with a 
Signal to adjust the guided plan. 


If we are to put state-guided pricing into effect, we must implement and 
enhance garket management. For floating price ranges, the highest limit and 
the corresponding quality standard for the mid-range price and the overall 
range of fioat should be centrally enforced throughout a region. Local and 
outside agricultural, industrial, commercial, and trade units must enforce 
these standards, as must the farmers and local and outside retailers. This 
must be done to prevent them from forcing up commodity procurement prices and 
assaulting the highest price limits. By contrast, the lowest protected price 
can only be put into effect by state-run commercial enterprises and supply and 
marketing cooperatives. Any consequent losses should be made up from state 
finances or special funds, 


This method does not take the old route, rather it seeks to better uphold our 
policies of reform, deregulation, and market stimulation. It cannot be said 
that there is no deregulation or market stimulation without completely 
spontaneous market regulation, nor can it be said that instituting a guided 
plan for contract procurement quotas based on state-guided pricing is not 
deregulation or market stimulation. Because the state does not undertake 
complete management by command, but instead gives producers and entrepreneurs 
a limited margin for activity, this is in no way a reenactment of old methods. 


Some comrades feel that the suitable goal of price reform, as demanded by the 
pattern of a planned commodity economy, should be the transition from a system 
in which centralized state price-setting is dominant to a system in which 
market pricing is dominant. This viewpoint ignores the actual situation 
discussed above, as well as the fact that guided planning, contract 
procurement quotas, and state-guided pricing possess the advantages of both a 
planned system and a market system. The "CPC Central Committee Resolution On 
Economic Restructuring” points out that "From an overall perspective, China's 
economy is a planned economy: that is, it is a planned commodity economy, 
rather than a market economy regulated entirely by the market.” It also 
states that "we must conscientiously rely on and apply the law of value," and 
"we should realize that, although ours is a socialist commodity economy, its 
widespread development may nevertheless produce certain kinds of blind 
actions, so we must provide planned guidance and regulation, as well as 
administrative management." 


After we began to stress a multichannel economy, the main-channel status and 
function of state-run commerce (or, in the countryside, of supply and 
marketing cooperatives), as well as its control over the domestic market, were 
unclear and unfulfilled. The demand for state-run commerce to participate in 
regulating and suppressing market prices also went unrealized. If we are to 
enhance market management and successfully implement guided planning, contract 
procurement quotas, and state-guided pricing, we should make clear that state- 
run commerce is in charge of the domestic market. We must also actively 
institute contract procurement quotas and buying and selling at negotiated 
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prices, we must participate in market regulation, and we must not permit any 
shirking of responsibility. At the same time, state-run commerce and the 
Supply and marketing cooperatives should actively participate with 
agricultural, industrial, and foreign trade departments in consultations 
organized by planning, pricing, and industrial and commercial departments over 
planning guidance, price restrictions, and market management. 


In order to stabilize grain production, we must resolve the problem of grain 
prices hitting rock bottom in product pricing. However, we must change our 
current practice of only increasing grain and cotton prices and failing to 
adopt effective measures to decrease excessive prices for cash crops. Because 
we cannot raise grain prices too much, they can never catch up with the 50 to 
60 percent price increases or the one-tenth to several-tenths profit increases 
that cash crops enjoy. ‘hus, the relationship between price ratios for 
agricultural products is always unreasonable. If we are to reorder prices for 
farm goods, we should be clear about this kind of principle. That is, at the 
Same time as we are gradually increasing grain procurement prices, we must 
take grain prices as the hub of price ratios and progressively decrease 
excessive procurement prices for cash crops. We should not think we can only 
inflate and never deflate prices. If we are to protect the farmers’ 
interests, we should aim to promote stable, coordinated growth in agricultural 
production. Violent fluctuations in prices and production do not accord with 
farmers' common or long-term interests. 


In order to shift from complete deregulation to limited deregulation and 
adjust agricultural prices both upward and downward, the key is to unify our 
thinking at every level of leadership. First we must begin by defining what 
goals and patterns are compatible with a methodical system of commodity 
economic planning and management and a price management system. Then we must 
define the goals and patterns of the forms of planning, buying and selling, 
and pricing that will exist under a system that stresses guided planning, 
contract procurement quotas, and state-guided pricing. Only in this way can 
the state conscientiously base itself on and apply the law of value, and only 
in this way can it operate a planned commodity economy. 
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AGRICULTURE ECONOMIC 


1986 STATE FARM STATISTICS 


Beijing ZHONGGUO NONGKEN [STATE FARMS AND LAND RECLAMATION] in Chinese No 5, 
24 May 87 pp 4-5 


[Article by the State Farms and Land Reclamation Bureau Statistical Office: 
"The Production Situation on State Farms Nationwide"] 


[Text] During 1986 the state farm and land reclamation system nationwide 
conscientiously acted in the spirit of CPC Central Committee Circular No 8, 
and continued to institute thorough economic restructuring, delegate authority 
to the lower levels, and enhance enterprise activities. In building toward 
three foundations and one focus, every industry produced remarkable economic 
benefits. Here we will report the results of state farm production, as 
follows: 


I. Figures for State Farm Enterprises 


On Chinese state farms in 1986 there were 2,944 independent accounting 
enterprises, including 2,069 farms, 362 factories, 61 construction 
enterprises, 28 freight enterprises, and 424 commercial enterprises. There 
were also 3,563 branch farms, 30,688 production teams, 9,906 factories with 
non-independent accounting, 26,918 commercial outlets with non-independent 
accounting, 925,000 family farms, 1,033,000 households, and a labor force of 
1.89 million. 


II. Population, Staff and Workers 


The total population on state farms in 1986 was 11,404,400, up 140,500 over 
1985. This included a farming population of 10,535,700, up 167,100 over 1985. 
The rate of natural population increase was 9.4 percent. In the total 
population, there were 972,400 rural people managing farms. 


Staff and workers numbered 5,094,800 million, for an increase of 171 million, 
or 3.5 percent, over 1985. Of staff and workers in the state farm and land 
reclamation system, there were 4,637,400 people on farms, 199,800 people in 
independent industry, 24,900 people in independent commerce, 14,100 people in 
the freight industry, and 82,200 people in the constuction industry. 
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III. GVIAO, Profits, and Progress Toward Doubling 


The gross value of industrial and agricultural output (GVIAO) on state farms 
nationwide was 18,894 million yuan, up 12.89 percent over 1985--a rate higher 
than the national growth rate of 9.3 percent for the GVIAO. The gross value of 
agricultural output (GVAO) was 8,698 million yuan, up 11.24 percent over 
1985--a rate higher than national growth rate of 3.5 percent for the GVAO. 
The planting industry grew 14.9 percent and the fishery industry grew 44.4 
percent. The gross value of industrial output (GVIO) was 10.196 million yuan, 
up 14.33 percent over 1985--a rate higher than the national growth rate of 
11.1 percent for the GVIO. The GVIO accounted for 53.9 percent of the GVIAO. 


The composition of the GVIAO was as follows: The value of output was 5.39 
billion yuan, or 62 percent of the total, in the planting industry; 1,394 
million yuan, or 16 percent, in the forestry industry (including 1,202 million 
yuan for rubber); 1,288 million yuan, or 14.8 percent, in the livestock 
industry; 156 million yuan, or 1.8 percent, in the fishery industry; anc 470 
million yuan, or 5.4 percent, in the sidelines industry. 


The total profits of 964 million yuan in the state farms and reclamation 
system--total profits for 29 provinces, (or cities and autonomous regions), 
plus the 3 municipalities of Guangzhou, Beijing, and Kunming--increased over 3 
percent compared with 1985. The provinces that showed the nighest profits 
were Suangdong, whose General Bureau of State Farms and Land Reclamation 
reported 176 million yuan, Xinjiang, whose Production Corps made 79 million 
yuan, and Jiangsu, whose Bureau of State Farms and Land Reclamation profited 
72 million yuan. 


The state of doubling in GVIAO is as follows: In 1986 the value of state farm 
Output was 188 percent of what it was in 1980. A doubling in the value of 
Output has also been accomplished in 15 provinces (or cities and autonomous 
regions), 6 more than there were in 1985; 72 prefectures (or shi [1597]), 22 
more than in 1965; 776 farms, 182 more than in 1985; and 143 factories, or 49 
more than in 1985. Some 37.6 percent of all farms and 4O percent of ali 
factories have doubled their value of output since 1980. 


IV. Agricultural, Forestry, Livestock, Fishery, and Rubber Production 


A. Farm Crop Production 


We have a total 480 million mu of state farm land, including 65.31 million mu 
of arable land, 35.27 million mu of forest land, 207.34 million mu of 
grasslands, and 9.21 million mu of water area. In 1986, because of 
significant increases in the production of Heilongjiang grain; Xinjiang 
(Corps) cotton; Hubei and Xinjiang (Corps) oil crops; and Xinjiang, Hunan, and 
Guangxi, Sugar, tne rate of increase in grain, cotton, oil crop, and sugar 
production on state farms nationwide was higher than the national rate of 
increase. 


We produced a total 8,287,500 tons of grain, up 18.66 percent over 1985--a 
rate higher than the national growth rate of 3.2 percent rate for grain crops. 
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This included 1,099,000 tons of soybeans, for an increase of 25.8 percent over 
1985. 


Our per-mu grain yield was 179 kg, 11.9 percent higher than in 1985. Soybeans 
produced 100 kg per mu, up 38.9 percent over 1985. 


Our gross output of cotton totalled 157,900 tons, for an increase of 1.3 
percent over 1985 (national cotton production decreased 14.6 percent ). 


We produced a gross output of 312,000 tons of oil crops, up 12.3 percent over 
1985, and the per-mu yield measured 65 kg, up 3 percent over 1985 (gross 
Output of oil crops declined 6.7 percent nationally). 


Gross sugar output measured 3.65 million tons, up 8.4 percent over 1985. This 
included 2.81 million tons of sugar cane, up 5.7 percent over 1285, and 
838,000 tons of sugar beets, up 18.7 percent over 1985. Nationally, gross 


cane production dropped 2.5 percent and gross beet production declined 6.8 
percent. 


B. Rubber Production 


Our rubber plantation area covers 5,819,800 mu, for an increase of 2.1 percent 
over 1985. This included 3,431,800 mu of area open to tapping, up 3.3 percent 
over 1985. 


Our gross output of dried rubber measured 186,900 tons, up 10.9 percent over 
1985. Output grew 8.1 percent in Guangdong's General Bureau of State Farms 
and Land Reclamation, and 23 percent in Yunnan's General Bureau of State Farms 
and Land Reclamation. 


C. Fruit, Tea, and Ginseng 


Our gross fruit output measured 462,000 tons, up 30.3 percent over 1985--a 
rate higher than the national growth rate of 15.2 percent for fruit 
production. 


Our gross tea output measured 35,000 tons, up 14 percent over 1985--a rate 
higher than the national growth rate of 7.2 percent for tea production. 


We produced a total 1,349,000 kg of ginseng, for an increase of 23.3 percent 
over 1985. This included ginseng production in Jilin, which increased 26 
percent over 1985. 


D. Forestry Production 


In 1986 we had 35,275,000 mu of forest area, up 5.4 percent over 1985, and we 
reforested 1,204,000 mu of land, more than we actually reforested in the 
previous year. But in 1986 we scattered plantings of 32.87 million trees, a 
decrease of 17.2 percent from 1985. 


65 











E. Livestock and Fishery Production 


Although in 1986 livestock production on state farms increased nationwide over 
1985, the growth rate was lower than that of the nation as a whole. 


Year-end figures showed 2,073,700 draught animals on hand, up 3.8 percent over 
1985 but lower than the national growth rate of 4.5 percent. We had 1,524,500 
cattle on hand, up 4.6 percent over 1985, including 363,400 head of dairy 
cows, up 12.86 percent over 1985. In Heilongjiang the number of dairy cows on 
state farms rose 53.7 percent, to 51,800 head. 


At year's end we had 3,531,400 swine on hand, for a slight increase over 1985, 
but an increase lower than the national growth rate of 1.7 percent. 


At year's end we had 7,480,300 head of sheep on hand, for an increase of 1.7 
percent over 1985, but an increase lower than the national growth rate of 6.4 
percent. 


At year's end we had 36,287,000 head of poultry on hand, essentially the same 
as in 1985. 


We produced 302,000 tons of meat in 1986, up 3.7 percent over the previous 
year, but an increase lower than the national growth rate of 9 percent. 


Our milk output measured 645,000 tons, up 12.19 percent over 1985. Milk 
output increased in most provinces and autonomous regions, but the increase 
was lower than the national growth rate of 14.4 percent. 


Wool production totalled 16,200 tons, slightly lower than in 1455. 

Egg production measured 121,400 tons, up 9.4 percent over 1985. 

We produced 40,185 kg of pilose antlers, an increase of 1.4 percent over 1985. 
Honey output totalled 2,183 tons, up 6.2 percent over 1985. 


Following a 61-percent increase in 1985, production of aquatic products grew 
another 28.6 percent in 1986, reaching 103,100 tons. This increase was higher 
than the national growth rate of 15.3 percent for aquatic products. Aquatic 
breeding area reached 2.11 million mu, up 10 percent over 1985, and included 
131,600 mu of marine water area. We had 1,979,000 mu of freshwater area, 
accounting for 93.8 percent of our total aquatic breeding area. 


V. Industrial Production 


There are 10,274 industrial enterprises in the state farm system, including 
362 with individual accounting. Broken down by industry, they are as follows: 
2,654 enterprises in the food and beverage or tobacco industries, accounting 
for 25.8 percent; 1,485 enterprises producing construction materials or other 
non- metallic mineral products, accounting for 14.5 percent; 1,119 in the 
engineering industry, accounting for 10.9 percent; 389 in the textile 
industry, accounting for 3.8 percent; 274 in the chemical industry, accounting 
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for 2.7 percent; 68 in the Chinese pharmaceuticals industry; 207 in the lumber 
processing and bamboo, rattan, coir, and grass products industries; 174 in 
coal mining; 259 in electrical power, steam, and not water supply industries; 
267 in the tailoring industry; 136 in the leather shoe industry; 247 in the 
papermaking industry; 179 in the feed industry; and 1,216 in other industries. 


Of the GVIO, the 2,924 million yuan produced by the food and beverage industry 
and the tobacco industry accounts for 28.9 percent; the 650 million yuan 
contributed by industries producing construction materials and other non- 
metallic mineral products accounts for 6.4 percent; the 833 million yuan 
produced by the engineering industry accounts for 8.2 percent; the 426 million 
yuan produced by the chemical industry accounts for 4.2 percent; the 529 
million yuan produced by the Chinese pharmaceuticals industry accounts for 5.2 
percent; the 1,243 million yuan produced by the textile industry accounts for 
12.3 percent; the 336 million yuan produced by the papermaking industry 
accounts for 3.3 percent; the 244 million yuan produced by the tailoring 
industry accounts for 2.4 percent; the 135 million yuan produced by the coal 
mining industry accounts for 1.3 percent; the 165 million yuan produced by 
industries manufacturing electronic signal equipment account’; for 1.6 percent; 
and other industries produce 593 million yuan. 


Outputs of the chief products were as follows: 

1. Generated electricity: 993 KWh, up 15.47 percent over 1985. 
2. Raw coal: 5,722,100 tons, up 7.7 percent over 1985. 

3. Synthetic ammonia: 97,200 tons, up 0.9 percent over 1985. 


4, Chemical fertilizer for agriculture: 106,400 tons, up 7.04 percent over 
1985. 


5. Cement: 1,534,800 tons, up 9.67 percent over 1985. 
6. Bricks: 7,529 million, up 8.24 percent over 1985. 

7 Yarn: 263,500 pieces, up 19.5 percent over 1985. 

8. Cloth: 183 million meters, up 37.6 percent over 1985. 


9. Machine-made paper and cardboard: 277,300 tons, up 12.3 percent over 
1985. 


10. Machine-processed sugar: 345,700 tons, up 8.85 percent over 1985. 
11. Drinking alcohol: 381,400 tons, up 11.07 percent over 1985. 
12. Dairy products: 56,900 tons, up 6.95 percent over 1985. 


VI. Farm Product Sales, Receipts Handed In, and Exports of State Farm 
Commodities 
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In 1986 we sold 6,977 million yuan worth of agricultural products, for an 
increase of 24.2 percent over the previous year. We sold 4,345,300 tons of 
grain and legumes to the state, up 30 percent over 1985; the percentage of 
marketable products was 52.4 percent, up 4.6 percent over 1985. This included 
Sales to the state of 644,200 tons of soybeans, up 48.4 percent over 1985, for 
a 58.6-percent ratio of marketable products; 3,087,700 tons of grain and 
legumes, up 26.7 percent over 1985; 152,600 tons of cotton, up 5 percent over 
1985, for a 96.6-percent ratio of marketable products; 222,100 tons of oil 
crops, up 27.9 percent over 1985, for a 71.2-percent ratio of marketable 
products; and 206,700 tons of meat, fora 68.44-percent ratio of marketable 
products. 


State farms exported commodities worth a total of 1,455 million yuan in 1985, 
for an increase of 54.13 percent over the previous year. This rate of 
increase was higher than the national growth rate of 13.1 percent for 
commodity exports. Exports generally increased everywhere, but the fastest 
increases were as follows: an increase of over three-fold in Hebei, 1.8-fold 
in Guangzhou, 1.25-fold in Liaoning, 76 percent in Xinjiang (Corps), 72 
percent in Guangdong state farms, and 63 percent in Hubei. Exported 
commodities included soybeans, live swine, cattle, sheep, poultry, prawns, 
ginseng, pilose antlers, marten pelts, tea, fruit, cans, cotton yarn, and 230 
other kinds of items. 


VII. Investments in Fixed Assets 


The state farm and land reclamation system invested a total of 2,575 million 
yuan in 1986, up 3.2 percent over 1985, but an increase lower than the 
national growth rate of 16.7 percent for investments. This illustrates that 
the impetus behind state farm investments in fixed assets has basically been 
brought under control. Of the total amount invested, 2,313 million yuan was 
invested in fixed assets worth over 50,000 yuan, for an increase of 3.2 
percent; 1.4 billion yuan, or 54.4 percent, of this was invested in capital 
construction; and state investment totalled 484 million yuan, accounting for 
34.6 percent of all capital construction. 


VIII. Workers' Wages 


Of the 5,094,800 staff and workers in the state farm and land reclamation 
system, 2,145,900, or 42.1 percent are female, and 4,637,400, or 91 percent, 
are staff or workers for state farms. Among farm staff and workers, 
3,701,700, or 79.8 percent, are workers; 42,800, or 0.9 percent, are technical 
personnel; 30.63 [as published], or 6.6 percent, are administrative and 
management personnel; and 432,400, or 9.3 percent, are service personnel. Of 
the service personnel, those involved in social responsibilities on the 
farms--the various kinds of school, hospital, and political and legal 
personnel, and so forth--number 308,000 people, or 6.6 percent of the total. 


Wages totalled 5,199 million yuan in 1986, up 20.77 percent over the previous 
year. The average wage for staff and workers was 1,037 yuan, up 17.48 percent 
over the previous year. 
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For all personnel, the labor productivity ratio was 3,582 yuan [as published], 
up 10.97 percent over 1985. 


IX. Scientific Research, Education, Health 


In 1986 there were 847 scientific research units in the state farm and land 
reclamation system. They employed 37,800 people, including 6,700 scientists 
and technicians, and had 328,700 mu of land for experimental purposes. 
Scientific and technical operating expenses measured 22.34 million yuan, down 
20 percent from the previous year, and scientific and technical subsidies 
amounted to 12.01 million yuan, down 17.7 percent from 1985. 


There were a total of 12,463 schools of all kinds in the state farm and land 
reclamation system, employing 205,700 staff and workers and accommodating 
2,496,100 students. There were 14 institutions of higher education, employing 
2,200 teachers and accommodating 10,900 students. 


There were a total of 17,500 medical units and 69.200 hospital beds in the 
state farm and land reclamation system. There were also 82,700 medical 
personnel, including 27,500 doctors. 


12510 
CSO: 4006/782 
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AGRICULTURE 


MAJOR WATER CONSERVANCY INDICES FOR 1986 


Beijing ZHONGGUO SHUILI [WATER CONSERVANCY] in Chinese 15 Jul 87 p 28 


[Excerpt] 


1. Irrigated Area: 
a. Effective irrigated area 
Cultivated area 
Per capita owned 
Actual irrigated area 
Effective area 
b. Irrigated forest area 
c. Irrigated grass area 
2. Area Protected from 
Drought or Excess Rain 
3. Area Irrigated by 
Motor-Pumped Wells 
4. Motor-pumped irrigation 
and drainage area 
Irrigated area of above 
5. Waterlogged Area Eliminated 
Area liable to Waterlogging 
6. Improved Saline Area 
Saline Cultivated Area 
7. Control of Soil and Water 
Erosion 
8. Irrigated area of more 
than 104 mu 
more than 300,000 mu 
9. Reservoirs: Number 
Capacity 
Large: number 
capacity 
Medium: number 
capacity 


UNIT 


104 mu 

$ 

mu/ person 
104 mu 

$ 

104 mu 
104 mu 
104 mu 


104 mu 
104 mu 


104 mu 
104 mu 
$ 
104 mu 
$ 
104 sq. 


# of locations 
# of locations 
# 

108 m 

” 

108 m 


# 
108 m 
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1985 


ECONOMI C 


1986 


71,809 
49 
0.68 
39,907 
83 

1 ,882 
955 
49,732 


16,304 
45,645 


39,519 
28,141 
77 
6,935 
61 
47.91 


5,299 
14] 
82,716 
4,432 
350 
3,199 
2,415 
666 





Small: number 
capacity 
10. Dyke Length 


Protected Cultivated Area 


11. Sluice 
Large 
Medium 
Small 


12. Complete motor-pumped wells 


13. Power requirement of 


drainage, irrigation machinery 
14. Permanent irrigation and 


drainage stations 
Installed capacity 
15. Turbine-Pump Stations 
16. Drinking Water 
People 
Animals 
Prevention of Flourosis 
17. Earth moved in hydro- 
electric construction 
18. Investment 
State Investment 


CSO: 4006/900 


10° gu 
f 
# 
# 
' 


104 wells 
104 kilowatts 


104 stations 


104 kilowatts 
# of locations 


104 people 
104 head 


104 people 
108 meters 


104 yuan 
10° yuan 
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1985 


80,478 
564 
178,788 
46,590 
24,816 
294 
1,957 
22,565 
237 
5,945 


46.2 


1,916 
23,724 


8 ,467 
4,610 
920 

34.91 


201 ,580 
158,542 


1986 


79,951 
$67 
185,045 
47,499 
25,315 
299 
2,032 
22,984 
236.4 
5,979 


45.6 


1,918 
22,605 


9,389 
5,576 
1,070 
35.65 


228,702 
167,022 

















AGRICULTURE ECONOMIC 


BRIEFS 


JIANGSU SUMMER GRAIN--According to 25 June statistics of the Jiangsu 
provincial statistical bureau, the area sown to wheat, highland barley, 
and barley this year was 43,916,000 mu, an increase of 138,000 mu over 
1986; gross output was 11,219,700 tons, a decrease of 547,000 tons from 
1986. The area sown to rapeseeds was 7,423,000 mu, an increase of 
288,000 mu over 1986; gross output was 810,000 tons. The area sown to 
wheat was 33,198,000 mu, a decrease of 791,000 mu from 1986; gross output 
was 8,750,000 tons, a decrease of 633,000 tons from 1986. The area sown 
to barley was 7,799,000 mu, an increase of 1,100,000 mu over 1986; gross 
output was 1,930,000 tons, an increase of 250,000 tons over 1986. The 
area sown to highland barley was 1,710,000 mu, a decrease of 210,000 mu 
from 1986; gross output was 310,000 tons, a decrease of 120,000 tons from 
1986. The area sown to broad beans (peas) was 1,210,000 mu, an increase 
of 40,000 mu over 1986; gross output was 230,000 tons, a decrease of 
50,000 a from 1986. [Excerpts] [Beijing NONGMIN RIBAO in Chinese 18 
Jul 87 p 2 


GUANGDONG SUMMER GRAIN--The area sown to early rice in Guangdong Province 
was 25,690,000 mu, about 10,000 mu less than 1986. is year the 
province plans to procure 2.35 billion kilograms of grain and sell 3.4 
billion kilograms. [Excerpts] [Beijing NONGMIN RIBAO in Chinese 18 Jul 
87 p 2] 


YUNNAN AFFORESTATION--As of 10 July, Yunnan Province had afforested more 
than 3,100,000 mu, fullfilling 73 percent of the annual plan of 4,200,000 
mu. [Excerpt] [Kunming YUNNAN RIBAO in Chinese 25 Jul 87 p 1] 


CSO: 4006/897 


72 








SOCI iL 


CRACKDOWN ON ILLEGAL PUBLICATIONS URGED 
Beijing ZHONGGUO FAZHI BAO in Chinese 14 Jul 87 p 1 


[Article by Han Yanrong [7281 3601 2837] and Zhang Zhiyu [1728 1807 1342): 
"Immediate Crackdown un Illegal Pyhlishing Demanded") 


[Excerpts] During our recent interview with relevant departments we heard 
some facts about illegal publishing, and also heard strong condemnation by the 
people of these illegal publishing activity. 


As we ascertained, illegal publishing is still rampant all over the country, 
and is even on the upswing. Judging by the more than one thousand illegal 
publications so far discovered, they mostly specialize in such topics as 
violent crime, fighting, and pornography, and are published under false names 
of publishers, distributors, and printers, or falsely pretend to originate 
from real publishers, distributors, or printers, use names of units that are 
not publishers, or show no names at all. They are brought into public 
circulation by individually operating book dealers. From the end of last year 
to early this year, over 760,000 copies of 310 different illegal publications 
were discovered in Wuhan, several hundred thousand copies of more than 150 
different publications were discovered in Beijing, and over 1.4 million copies 
of 830 different publications in Changchun during the period from the end of 
1985 to the first half of 1987. Furthermore, in the provinces of Hunan, 
Shandong, Anhui, and Henan illegal publishing has increased compared with last 
year. In addition to creating confusion in the book and periodicals market, 
illegal publishing leads people astray, and has them commit economic and other 
Criminal acts. In Nanchang, An Zhenming [1344 6297 2494), manager of the 
Shitai Trading Co., paid bribes amounting to over 80,000 yuan to relevant 
units and individuals to enable him to print and distribute "She diao 
yingxiong zhuan" [Story of a Shooting and Carving Hero], a novel of chivalry. 
In Wuhan, an assistant editor of a certain literature and art publishing 
company arbitrarily sold book numbers [indicating state license to publish], 
charging a 4 percent "handling fee," in violation of state regulations, with 
the result that 1 million copies of various illegal publications got into the 
book market. 


The influence of illegal publications on youths has evoked strong condemnation 
among the entire society. Two middle school political science teachers said 
in their letter to the relevant authorities that some students get so obsessed 
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with reading these books that they do not care to go to school at all. They 
indulge all day in fantasies and let their school grades drop, some even 
staying down at D grade. The father of one student sighed in grief when he 
Said, youths are the future of our motherland, but if they immerse themselves 
all day in reading of fighting and wicked murder, how can they possibly have 
energy left to study? How can they, in the future, serve as pillars in the 
construction of our motherland? We understand that one of the reasons for the 
increase in juvenile delinquents committing burglary or sex offences is the 
influence of socially negative literature. At a certain middle school in 
Tianjin, 75 students read exclusively 32 illegal periodicals, 137 issues of 
which propagate fighting and murder, 33 issues are pornographic, and 10 have 
debased illustrations. Comrades in relevant departments of the Ministry of 
Education have pointed out most solemnly that school education of our youths 
is inseparably linked with social education, but the disastrous spread of 
illegal publications--the students picking them up without discriminating 
between what is good and what is bad--seriously jeopardizes their physical and 
mental health, and exerts pressing demands on school and home education. 


Since last year all localities generally adopted certain measures to crack 
down and prohibit illegal publishing activities. They stepped up control of 
publication ana distribution of books and periodicals, and in some places 
these measures have proven effective. However, as to the country as a whole, 
prohibition did not stop illegal publishing activities, nor were they all 
eliminated by confiscations. We understand from our investigations that the 
Main reasons why they have not been stopped despite protracted prohibitions 
are: 1) Lack of a unified organ specifically charged with the control of 
this matter; especially units of prefectural, city, or lower rank have no such 
special organ, no special personnel, and no special funds. 2) Investigation 
and prosecution of illegal publishing activities is not pursued with 
sufficient severity, crackdowns are not pursued forcefully, often a fine is 
imposed instead of punishment, and administrative pena’ties are imposed 
instead of criminal penalties. 3) Legal provisions governing publishing are 
not adequate and perfect enough and offer loopholes through which criminal 
elements can escape. 4) There is too much indiscriminate printing in 
townships and towns; without being subjected to control, all they care about 
is making a profit. 5) There is not sufficient joint effort and cooperation 
on the part of the various relevant departments in charge of these matters. 


9808 
CSO: 4005/920 
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SOCIAL 


EDITORIALS ON IDEOLOGICAL, POLITICAL WORK IN UNIVERSITIES 
Upholding the Socialist Direction 
Beijing ZHONGGUO JIAOYU BAO in Chinese 25 Jun 87 p 1 
(Editorial: "The Role of Ideological and Political Work in Higher Education"] 


[Text] To build socialism with Chinese characteristics, we need to turn out a 
mighty corps of intellectuals generation after generation. On the 
ideological, ethical, scientific, and cultural qualities of this corps hinges 
on the future and destiny of the socialist cause in China. Institutions of 
higher education should nurture patriotic graduates who have a firm political 
direction, cherish socialism, support the CPC's leadershir, and study Marxism 
diligently. They should be enthusiastic about reform and the policy of 
opening to the outside world, subscribe to the ethic of hard work, exert 
themselves on behalf of the people, and dedicate themselves to socialist 
modernization with Chinese characteristics. They should obey the law and 
observe discipline conscientiously and have sound moral character. They 
should study hard and master modern science and culture. Among their crop of 
graduates, institutions of higher education should bring up a core of 
progressive elements with communist consciousness. Whether or not 
institutions succeed in turning out people who have these qualities, are 
morally sound as well as highly skilled, and satisfy the practical 
requirements of socialist construction is a basic yardstick for evaluating the 
efficacy of education. This is also the direction educational reform must 
take. For this reason, institutions of higher education must consider reform 
and the strengthening of ideological and political work their main assignment. 


After the PRC was founded, institutions of higher education inherited and 
furthered the party's fine tradition and, guided by Marxism-Leninism and Mao 
Zedong Thought, educated and helped vast numbers of teachers and students 
adhere to the correct political direction, steadfastly allied them with the 
masses, and insisted on combining theory with reality. They turned out an 
army of qualified personnel both highly skilled and morally sound, many of 
whom have now become the mainstay of socialist construction on various fronts. 
Historically, “leftist” errors have also occurred in educational work. 
Efforts should be made to eradicate and avoid making them again. On the other 
hand, proven positive experiences should be upheld and publicized. Since the 
34 Plenary Session of the 11th CPC Central Committee, institutions of higher 
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education have worked hard to search for ways to improve and strengthen 
ideological and political work, an effort which has paid off. In recent 
years, however, the ideological and political front was weak and confused, 
from the center to the local level, with many institutions of higher education 
diluting the party's ideological and political work to various degrees. The 
student unrest on a few campuses in late 1986 highlighted the serious extent 
to which the tide of bourgeois liberalization has made inroads on institutions 
of higher education. This is a bitter lesson that demonstrates once again the 
absolute importance of holding strictly to the socialist direction and 
stepping up ideological and political work in higher education. 


The steady development of socialism provides a good environment for the 
nurturing of qualified personnel. Reform and opening China to the outside 
world have broadened students’ vision and given them more training. But we 
should also see that the negative impact of the "cultural revolution” has not 
been eliminated completely. In the course of reform, ideological problems may 
manifest themselves in institutions of higher education. The bourgeois world 
view and feudal ideological remnants will unavoidably influence faculty and 
students at institutions of higher education. People at home and abroad who 
want to promote bourgeois liberalization in China will invariably use 
institutions of higher education as the main sites for ideological 
infiltration where they vainly hope to find and develop representative figures 
to oppose the socialist system. All this is a long-term phenomenon. Given 
reform and the policy of opening to the outside world, it is impossible to 
confine young students to a "greenhouse" or to keep them from coming in 
contact with corrupt ugly things. This only complicates ideological and 
political education and makes it even more arduous. 


Under the new circumstances, education departments at all levels and 
institutions of higher education must review the lessons of history in 
earnest, clarify the guiding principle of education, overcome the tendency to 
emphasize intellectual education at the expense of moral education, fully 
appreciate the importance of intensifying ideological and political work, and 
furtner reform at every stage of the educational process, from recruitment and 
training to graduation, to ensure a crop of qualified personnel society needs. 


To upgrade students’ political and ideological quality fundamentally, we must 
improve and strengthen ideological and political work endlessly, study the new 
conditions in the new era and the young students’ character constantly, and 
seek to improve the substance, form, and method of ideological and political 
work assiduously. We must step up the ideological training of the contingent 
of faculty and staff and energetically promote the imparting of knowledge and 
the service orientation of teaching and education. We must build a strong 
contingent of Marxist theorists and an army of ideological and political 
workers, upgrade the ideological and political standard of leading cadres at 
institutions of higher education, and strengthen leadership over ideological 
and political work. It is hoped that the entire party and entire society 
devote themselves to the creation of a good environment for the healthy 
development of young students and the cultivation of a new generation of 
intellectuals that are both highly skilled and morally sound. 
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Improving Ideological, Political Work 
Beijing ZHONGGUO JIAOYU BAO in Chinese 30 Jun 87 p 1 


(Editorial: "Improve the Substance, Form, and Method of Ideological and 
Political Work at Institutions of Higher Education") 


[Text] Ideological and political work at institutions of higher education in 
the new era must fully implement the party line adopted at the 3d Plenary 
Session of the 1lith CPC Central Committee, uphold the four cardinal 
principles, adhere to the general policy of reform, economic invigoration, and 
opening to the outside world, combine the two fundamental points, and ensure 
that education serves the construction of socialism with Chinese 
characteristics, that the school follows ine socialist direction, and that 
students receive an all-around intellectual, moral, and physical education. 
Ali faculty and staff members and students must be mobilized and united to 
accomplish the task of expertise development assigned by the state. 


Students must continue to be educated in Marxist theories; in the party line, 
principles, and policies; in patriotism, internationalism, and the 
revolutionary tradition; in idealism, morals, and discipline, and in socialist 
democracy and the legal system. The students’ ideological state must be 
regularly examined and analyzed, and such analyses must try to be prophetic 
and specific. The wealth of interesting materials in real-life socialist 
construction and reform should be put to good use to help ideological and 
political education strike root in students’ minds. The effort to improve 
ideological and political work at institutions of higher education should 
proceed along the following lines: 


1. Educate students in Marxism and the present situation and policies ina 
yurposeful way. Reform the contents and methodology of the teaching of 
Marxism in a way that is relevant. Examine carefully major issues in Chinese 
socialist construction and reform. Study economic and political developments 
in the world today. Analyze and criticize influential but erroneous thinkiug. 
Answer questions put forward by students correctly and persuasively. Promote 
the heuristic teaching method. Guiue the students to grasp the basic elements 
of Marxism through study, thinking, and lively discussion, to understand the 
history of the Chinese revolution, and to correctly interpret the theory and 
practice of building socialism with Chinese characteristics. Foster lofty 
ideals and a sound philosophy of life. Educate students regularly in the 
current situation and policies in a focused way and ‘ivcorporate this into the 
teaching plan. Help students understand the party line, policies, and 
principles correctly. Strengthen their faith in socialism. Embrace reform 


and the policy of opening to the outside world. Rally around the party even 
more forcefully. 


2. Actively encourage students to take part in social practice. Socialism 
with Chinese characteristics is a dynamic, practical scientific socialism. 
Only by combining the learning of scientific and cultural knowledge with 
active involvement in social practice to understand better the state of the 
nation, the reality of socialist construction and reform, and the ihinking and 
feelings of the masses can young students cultivate the conviction of 
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dedicating themselves to building up the socialist motherland and gradually 
developing themselves into useful, qualified personnel. Incorporate students’ 
professional practice, military training, public service labor, and production 
labor into the teaching plan and encourage them to engage in all kinds of 
beneficial practical social activities during holidays. Mz«xe them see that as 
China still remains in the preliminary socialist stage, a long-term arduous 
Struggle by the entire population is required to build a modern, highly 
democratic, highly civilized socialist state. Students should learn from 
practice and the masses humbly and put their knowledge at the service of the 
masses and society. The only way young intellectuals can mature properly is 
to combine theory with practice, mental labor with physical labor and 
integrate themselves with the masses. 


3. Combine ideological and political education with professional education. 
Guide students to correctly understand the relation between college education 
and their future work and make sure they know whom and what they serve. Teach 
them to resist all negative things even as they seriously deive into advanced 
foreign technology, managerial expertise, and useful culture. Courses in 
philosophy, social science, literature and art should be firmly guided by 
Marxism. Efforts should be made to link China's experience in reform and 
construction to the courses and make ideological and political education part 
and parcel of the entire teaching process. Courses in natural science must 
describe the achievements of the field concerned in China's socialist 
construction and major existing issues. Combine education in dialectical 
materialism and historical materialism with the theory and methodology of the 


field in question. Firmly combine a rigorous academic approach with an 
innovative spirit. 


4, Combine the promotion of democracy with the expansion of education in the 
legal system and discipline. College leadership must clear the channels of 
democracy and heed students’ opinions in earnest. Allow student 
representatives to take part in the democratic management of relevant student 
affairs so that the institution becomes a democratic, united, and lively 
political scene. Expand the functions of the student union and graduate 
Student union to make them a oridge between students and the school, a channel 
for strengthening democratic management, and a forum for democratic activities 
among Students. Foster in students the notion that the constitution is sacred 
and inviolable. Teach them the essential difference between socialist 
democracy and bourgeois democracy. Show them the danger of “speaking out 
fully, airing views fully, holding great debates, and writing big-character 
posters." Teach them to safeguard stability and unity. Draw up and amplify 
necessary college regulations, tighten discipline, and put an end to the 
current laxity in college discipline. Students must comply with college 
discipline and regulations strictly, abide by social ethics, establish a ood 
college spirit, and oppose a variety of conduct that disrupts college and 
social order. 


5. Make stringent demands on students and work hard at sorting out their 
thinking. Teach them to have a full understanding of their strengths and 
weaknesses. Overcome their contempt for practice and the masses. Commend 
outstanding students. Set up standards for the offering of scholarships and 
tne selection of students for overseas studies to lay equal stress on moral 
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character and academic performance. Take pains to overcome the tendency to 
Stress expertise and neglect moral training. Deal with students’ problems 
related to ideological understanding by presenting facts, reasoning things 
Out, and discussing them on a basis of equality. Where there is confusion or 
mistaken understanding concerning political direction or political principles, 
the teachers should educate them enthusiastically. Take clear-cut positions. 
Pay attention to methods. Do not let students drift without direction on 
their own. On the other hand, do not inhibit discussion or expression of 
Opinions. Give students an opportunity to examine and consider an issue at 
length. Encourage progress. 


6. Regard the improvement of students' studying and living conditions as an 
important task for the school. When students make a reasonable complaint, the 
Situation should be remedied promptiy if possible. If the problem cannot be 
righted in the short run, a clear explanation should be offered. When 
Students make unreasonable requests, the institution should educate and 
convince them, not give in to their requests. Promote frugal living, hard 
work, and the protection of public property. Support students in launching 
work-study programs and self-service activities and taking the initiative to 
improve their own studying and living conditions to help them acquire 
hardworking and plain-living habits. 


7. Make an earnest effort to build a corps of students to serve as a mainstay. 
Organize and guide students to enroll in part-time party school and Communist 
Youth League school and take part in study groups on Marxist works and social 
work to improve their ideological level and work ability steadily. Encourage 
and support students to initiate a rich variety of academic, cultural, and 
sports activities tnat are sound and beneficial so as to introduce ideological 
and political education into every aspect of student life. 


8. Strengthen and improve ideological and political work among graduate 
Students. Improve the recruitment of graduate students. Academic standard 
and research resources alone cannot determine whether a unit can accept 
graduate students; ideological and political conditions must also be taken 
into consideration. In recruiting graduate students, a college should examine 
their political and ideological performance as well as their specialized 
Knowledge. The proportion of successful graduate school applicants with 
practical experience should be increased gradually. Teachers should concern 
themselves with the students' healthy ideological and political growth as well 
as provide professional guidance. 


In recent years, institutions of higher education have accumulated some new 
experience in ideological an political work, but a mammoth effort is still 
required if we are to innovate a program of ideological and political 
education suited to the new situation in both content and form. With the 
guidance of the party line in effect since the 3d Plenary Session of the 11th 
CPC Central Committee, we must fully mobilize the initiative and enthusiasm of 
the vast numbers of teachers and students, explore assiduously, and review our 
experience continuously to achieve perfection step y step. 
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Strengthening Work Among Teachers 
Beijing ZHONGGUO JIAOYU BAO in Chinese 4 Jul 87 p 1 


[Editorial: "Ideological and Political Training For Teachers Should be 
Intensified" ] 


[Text] Teachers play a decisive role in the success of socialist institutions 
of higher education and the nurturing of students that are both highly skilled 
and morally sound. Their thinking and ethics exert a subtle influence on 
students. If teachers combine ideological and political work with teaching, 
such work will be more readily accepted by students. This requires the 
teachers to uphold the correct political direction, dedicate themselves to the 
people's educational enterprise, concern themselves with the students' all- 
around growth, and strive to impart knowledge, educate, and be worthy of the 
name of teacher. 


The teacning corps at institutions of higher education is a seasoned force and 
has proved to be worthy of the people's respect. However, many teachers do 
not fully understand the reality of construction and reform and a few have 
been influenced by wrong ideological trends. To enable them to do a better 
job in discharging the glorious task of developing qualified personnel, 
ideological and political work among teachers should be stepped up even as 
efforts continue to improve their working and living conditions. They should 
be offered solicitous enthusiastic assistance to improve their ideological and 
political level steadily. Institutions must explain regularly to teachers the 
State of the nation, organize sessions to study party principles and poolicies, 
answer teachers' queries, and energetically provide opportunities for social 
practice to understand society and come in touch with the masses so that they 
will support refvrm and properly understand and handle the contradictions and 
problems that arise in the course of reform. They should be helped to 
Cultivate a sound educational philosophy and scholarly approach so that they 
will be able to properly reconcile politics with professionalism, imparting 
knowledge with educating people, theory with practice, teaching with 
scientific research, and the individual with the group, etc. They should be 
encouraged to have frequent contacts with and understand their students. A 
conscientious effort should be made to ensure political studies for teachers 
are conducted properly. It should be suggested to teachers that they select, 
on a voluntary basis, a number of Marxist works for study, combining work with 
ideological realities. Young teachers are where our hope for future higher 
education lies, yet many of them lack practical training. We should make 
stringent demands on them, offer them enthusiastic assistance, and provide 
opportunities for them to take part in social practice so that they can 
. upgrade their political standard and professional skills constantly and do 
their job well. 


In order that our many teachers really impart knowledge and educate people, we 
need appropriate policies and institutions. Teachers should be evaluated in 
all aspects, including the way they impart knowledge and educate students as 
well as the quality of teaching. Teachers whose teaching is highly effective 
or who impart knowledge and educate their students outstandingly should be 
commended and publicized extensively. In his teaching, a teacher may 
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introduce different schools of thought, but he must not disseminate wrong 
ideas that violate the four cardinal principles and the general policy of 
reform, opening to the outside world, and economic invigoration. 


The staff and workers at institutions of nigher education play a vital part in 
Student development. Efforts should be made to step up ideological and 
political work among them and instill in them the concept of serving the 
people, teaching, and academic research so that they would work hard, do their 
Own jobs well, and contribute to education. 


The key to intensifying teacher ideological training is to make use of the 
central role of party organizations and to play up the exemplary vanguard role 
of teachers and workers who are party members. Every teacher, worker, expert, 
or professor who is a party member must earnestly fulfill his party 
Obligations and strive to do a good job in imparting knowledge, educating his 
students, and serve the people through education. 


Teacher unions must be allowed to play an active role. The teachers and 
workers representative assembly must be conducted successfully. Efforts 
Should be made to create a democratic, united, and lively atmosphere so that 
the broad ranks of teachers and workers can contribute to the socialist 
educational enterprise with peace of mind. 


Strengthening Marxist Contingent Urged 
Beijing ZHONGGUO JIAOYU BAO in Chinese 7 Jul 87 p 1 


(Editorial: "Marxist Theoretical Contingent Constitutes Backbone ofr 
Ideological and Political Education in Higher Education") 


[Text] Since teachers in charge of Marxist theoretical courses and 
ideological and political workers make up the backbone of ideological and 
political education at institutions of higher education, we must take pains to 
cultivate and build up this major force. The university CPC committee and 
president must tackle this task together. A number of institutions of higher 
education around the nation should be selected to be developed into training 
bases for teachers of Marxist theoretical courses so that the contingent can 
be upgraded and strengthened rapidly. 


The political and ideological work contingent at institutions of higher 
education should include a small number of highly trained full-time workers 
and a larger number of part-time workers. Ideological and political work is a 
hignly comprehensive and practical science based on Marxist theories. We need 
full-time personnel to be the backbone of the ideological and political 
contingent. Moreover, we must develop a crop of experts, professors, and 
tneoreticians in ideological and political education. Toward that end, we 
must select a number of teachers and graduates of good character and 
scholarship for recruitment into the ideological and political contingent. 
Full-time ideological and political workers must concentrate their energies on 
ideological and political work while discnarging a certain amount of teaching 
responsibility. Full-time personnel in ideological and political work are an 
integral part of the teaching contingent and should be included in an 
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institution's teaching establishment. A teacher hiring system should be 
adopted. Institutions concerned should make every effort to promote 
ideological and political education as a specialty, establish a second 
bachelor's degree program and make resources available for the training of 
master's and doctoral candidates in this field, thereby opening up a new 
avenue for the development of experts in ideological and political education. 


Each class at each level at an institution of higher education should be 
assigned a part-time class teacher, instructor, or political and ideological 
assistant, probably selected from among teachers, graduate students, or 
senior-class undergraduates of good character and scholarship. This helps 
bring the students closer together and integrate ideological and political 
education with professional studies. Out of this contingent of part-time 
ideological and political workers will emerge a group of experts and 
professors who are good at teaching and scientific research, on the one hand, 
and can handle ideological and political work, on the other. We know from 
experience this dual approach is an important way to nurture and bring up 
cadres to meet the requirements of the "four modernizations." Their 
performance in ideological and political work should be one of the key 
criteria for determining commendations, the issuance of awards, and promotions 
for part-timers. After working for some time, they should be released from 
work for a certain period of time as the institution sees fit to allow them to 
concentrate on their studies. 


Teachers in charge of Marxist theoretical courses at institutions of higher 
education and full- and part-time ideological and political workers have the 
grave responsibility of ensuring the socialist direction of education and 
nurturing qualified personnel. Their arduous work should be respected. These 
comrades should conscientiously serve the party's and people's needs, be an 
exemplary vanguard in every way, further the spirit of dedication, strive to 
improve their ideological and political standard and professional skill, 
contribute to the improvement and strengthening of ideological and political 
work, and earn the students’ trust and respect with practical actions. 


Improving College Leadership 
Beijing ZHONGGUO JIAOYU BAO in Chinese 9 Jul 87 p 1 


[Editorial: "Leading Cadres at Institutions of Higher Education Must Improve 
Ideological Level and Managerial Ability"] 


[Text] Leadership at two levels--college and department--is pivotal to the 
ability of institutions of higher education to fulfill the party's and state's 
educational principles and improve and strengthen political and ideological 
work. Leading cadres at institutions of higher education not only should be 
relatively well-educated and professionally competent, but should also have a 
high ideological and political standard and outstanding leadership and 
managerial abilities. They should be adept at interpreting correctly and 
implementing the party line, policies, and principles and know how to runa 
university successfully and nurture qualified personnel. The CPC committee 
and the president should work hard to make themselves socialist educators. 
The leadership at some institutions today does not meet this requirement. The 
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pertinent departments in charge should improve, strengthen, or reorganize on 
the basis of what they have learned from studies and investigations. 


The college CPC committee is responsible for providing leadership for 
political and ideological work. It should strengthen the party's ideological 
and organizational buildup, coordinate such forces as the trade unions, the 
Communist Youth League [CYL], and the student union in cooperation with the 
college administration, carry out ideological and political work among 
students, faculty, and staff successfully, and guarantee and supervise the 
implementation of the party line, principles, and policies. The president 
Should be responsible for students' all-around ethical, intellectual, and 
pnysical development, do well in ideological and political work in conjunction 
with all fields of specialization, and encourage faculty and staff to impart 
knowledge, educate students, and serve the people. 


Pilot projects in the presidential responsibility system should continue and 
the experience of existing test points should be reviewed conscientiously. 
Whatever the type of leadership system in effect at a college, the CPC 
committee and the college administration should be united and cooperate with 
each other closely to do a good job together. Right now, they should 
concentrate on overcoming bureaucratism, exercising control where control is 
justified, and promptly solving any problems that can be solved. A rigorous 
responsibility system should be set up at each level in an earnest effort to 
step up leadership over ideological and political work. 


From the CPC committee to the party branch, institutions of higher education 
should run the party strictly, tackle party education effectively, improve and 
enrich the party's regular activities, launch criticism and self-criticism, 
make party members follow the party line, policies, and principles 
conscientiously, observe party discipline closely, and enhance the party 
spirit. Party organizations must regularly analyze the ideological state 
inside and outside the party, mobilize party members to do well in ideological 
and political work among the masses, and help the masses solve various 
ideological problems expeditiously. Attention should be paid to nurturing new 
party members among university students actively and cautiously. People who 
meet party entry requirements should be absorbed into the party without delay. 
Any practices that threaten to lower standards should be stopped. 


Tne college CPC committee should strengthen leadership over CYL organs. The 
CYL at an institution of higher education should combine what is progressive 
with what is of a mass character, introduce ideological and political 
education into all activities popular among young people, and work hnard to 
make league members more progressive. A top priority is the selection and 
training of league cadres at the college and departmental: levels and efforts 
must be made to improve their ideological consciousness and working ability. 


There are many nonparty personages and people who belong to democratic parties 
at institutions of higher education, constituting a vital force in education. 
The CPC committee should pay attention to and do a good job in united front 
work by making the most of these people in teaching, scientific research, and 
education. 
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Leading party and government cadres at all levels at institutions of higher 
education must study Marxism diligently and further their understanding of the 
party line, principles, and policies. They should constantly seek to 
understand and examine the impact of every ideological trend, domestic or 
foreign, on faculty and students and enhance their ability to identify and 
criticize wrong thinking. Only thus can they remain clear-headed under 
complex conditions, adhere to the correct political direction, continue to 
further the various reforms at institutions of higher education, nurture 
qualified personnel of competence as well as good character, and enable higher 
education to contribute even more effectively to socialist construction. 
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SOCIAL 


COMMENTARY CONSIDERS BAD INFLUENCES ON CHILDREN 


HK}90906 Beijing GUANGMING RIBAO in Chinese 31 May 87 p 1 


["Weekly Commentary" by Liu Qinyi (7120 2953 0308): "Pay Attention to the 
Influence of Cultural Products on Children” ] 


[Text] A considerable part of the readership and audiences of our books, 
newspapers, journals, dramas, radio broadcasts, and TV programs are young 
people and children. Although many things are not created, shown, anu pub- 
lished specially for young people and children, they may still have exten- 
sive influence on them. Therefore, when judging the social effect 

[She Hui Xiao Yi] of a cultural product, we must consider its influence among 
young people and children. Socialist cultural products must take their social 
effect as the highest standard. An important aspect of this standard is to 
see whether the product is beneficial to the healthy growth of young people 
and children. 


A person's juvenile period is an important stage in physical and psychological 
growth. In this period, a person's intelligence gradually becomes mature, 

and he forms his own morals, values, and outlook on life. Like a sapling 
whose growth is determined by such environmental conditions as soil, sunlight, 
air, and water, the growth of juveniles is also determined by the influence 

of the objective environment. This objective environment includes the 
natural environment that has been transformed by mankind, human relations, and 
social ideology. Here, social ideology includes science, philosophy, art, 
morality, customs, and habiis, and these things directly influence the 
development orientation and level of juveniles. This is the fundamental 
reason why we must pay close attention to the influence of cultural products 
in the ideological field among juveniles, and why schools must pay attention 
to linking their education with social influence and the entire society must 
attach importance to juvenile education. 


Historically, all progressive thinkers and educatorshave paid attention to 
the social environment's influences, especially the society's ideologies, on 
young people and children. For example, Lu Xun, as a major general on the 
cultural front, paid close attention to education for young people and chil- 
dren, and wrote many articles pregnant with meaning fighting against the 
feudalist culture which stifled children's minds. He even called for 
"rescuing the children." At present, in many countries, including some 
capitalist countries, education for young people and children is taken as a 
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serious social issue. In the capitalist countries which are soaked with 
decadent, decaying, and obscene cultures, upright people have often strongly 
demanded that society take measures to prevent the obscene culture from 
eroding the minds of young people and children. Some governments have laid 
down rules for protecting juveniles, although this does not completely solve 
the problem. 


In our country, this is certainly a more important issue. Our cultural under- 
takings form an important component part of our socialist spiritual civiliza- 
tion, whose fundamental task is to cultivate new socialist people with lofty 
ideals, moral integrity, a good education, and a good sense of discipline. 
Comrade Deng Xiaoping said many times: “We should cultivate people's 
revolutionary ideals and communist morality from their childhood." "Education 
for our next two generations is particularly important, and we must help 

them establish the lofty communist ideal and must not allow them to be cap- 
tured by decadent capitalist ideology.” The environment of reform and 
opening up provides a greatly favorable condition for cultivating the 

younger generation. We should train new people, who have a pioneering spirit 
and can stand all tests under the conditions of reform and opening up, with 
the “four things.” Therefore, socialist cultural workers and comrades on 
various fronts in the building of socialist spiritual civilization should 
make efforts to create strong opinions, values, cultural conditions, and a 
social environment beneficial to juvenile's growth. 


To ensure the good influence of cultural products on juveniles we should 
first properly handle the relationship between the social effect and economic 
results of such products. We cannot merely pay attention to the economic 
results; instead, the economic results should be subordinate to the require- 
ments of the social effect, and cannot. be achieved at the expense of a good 
social effect. In the previous period, influenced by the idea of "placing 
money above everything,” some vulgar and obscene things were created. They 
spread decadent ideas and caused evil influence among juveniles. In fact, 
good cultural products which are beneficial to young people's physical and 
psychological health will certainly be popular with young people, and thus 
will achieve both good social effect and satisfactory economic results. On 
this point, social effect does not always go against economic results. Our 
writers, artists, and publishers should elaborately create and edit works in 
light of the characteristics and needs of juveniles, and must not produce 
things in a rough and slipshod way. In order to bring the social effect of 
the cultural products into full play, we should positively deliver the books 
to the hands of the juveniles. We can send personnel to organize and guide 
their reading and enjoyment of the works. This is an unshirkable duty of the 
book distribution institutions, schools, libraries, children's palaces, 
teachers, parents; and children's instructors. 


In order to better train our younger generation, give them more knowledge, 
create a kind of noble inner world in their minds, and guide them in making 
progress every day, cur comrades on the ideological front will have to do 

a great deal of work. One of the glorious historical missions for us is to 
create more good works with colorful contents and vivid and interesting 

forms, that suit the tastes of juveniles and benefit their growth. As long 

as all of us are sincere and spare no effort in cultivating the younger gener- 
ation into new socialist people, then we will continuously create good cul- 
tural products that are welcomed by young people and children, and before long 
a social environment beneficial to their healthy growth will take shape. 
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MILITARY, PUBLIC SECURITY 


SHENYANG MR MANAGEMENT COLLEGE DESCRIBED 
Beijing JIEFANGJUN BAO in Chinese 19 Dec 86 p 1 


[Article by Correspondent Wang Wenjie [3769 2429 2638]: "Shenyang Military 
Region Modern Management Academy Shows Fine Prospects; Widening of Horizons, 
Quest For New Knowledge, Training of Talent"] 


[Text] Precipitous changes in social life have spurred an increasing number 
of military men with aspirations toward the future to expand their horizons 
and to seek new knowledge. The Shenyang Military Region Modern Management 
Academy is a piece of soil for the training of talent possessed of modern 
management knowledge. 


Before this academy began operation, leading comrades in the Shenyang Military 
Region offered a course of lectures for 2 years running that provided 
information about the new technological revolution to cadres at the division 
level and above, inviting scholars in specialized fields in Beijing to come to 
Military camps to provide instruction. But such short-term training is far 
from able to satisfy the “appetite” of those seeking knowledge. People wished 
that military camps had a place for the systematic study of modern management. 
As a result, the Shenyang Military Region CPC Committee decided to set up a 
modern management institute, and Political Commissar Liu Zhenhua [0491 2182 
5478] offered his services as director. 


Upon entering this Academy, everything one hears and sees is new. In one 
teaching plan, the correspondent saw that the academy offered courses in 
systems theory, information theory, cybernetics, computers, decision making 
and forecasting by leaders, troop unit management, armed forces leadership 
science, and military psychology. The offering of these courses induces 
students to rise and forge ahead while pursuing rapidly changing new courses. 
One leading comrade on the General Staff said that this academy is very fresh, 
and that such an academy is very necessary in order to do a good job of modern 
management of the armed forces. After seeing the courses that the Academy 
offered, Qian Xuesen [6929 1331 2773] said that arrangements were pretty good; 
the distinctive character of the armed forces was highlighted while attention 
was given at the same time to new branches of learning. 


In the electrical engineering classroom, in the physics and chemistry 
laboratories and in the computer building, the correspondent saw top quality 
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teaching facilities and equipment for performing experiments. Reportedly, the 
Shenyang Military Region has provided more than 1.3 million yuan during the 
past year or more for use in increasing and replacing teaching equipment. 


This modern management academy, which has been in operation for 1 year and 9 
months, shows bright promise. The deputy director of education, Kang 
Pengcheng [1660 7720 4453] told the reporter that since the academy began 
operation, 15 national and regional academic exchange activities have taken 
place, 10 treatises and academic essays have been published, and a book 
titled, "Armed Forces Leadership and Modern Management" has been written. At 
the recently held symposium on armed forces management, a treatise titled, 
"Several Problems In the Training of Modern Management Talent in the Armed 
Forces" was evaluated favorably. 


The energetic way in which this academy is operated is attributable to a 
teaching corps of rather fine quality. The academy has 45 full-time teachers 
plus 55 part-time teachers from the Northeast Engineering Academy and from 
Liaoning University, including 21 professors and assistant professors. 


After a period of study, students from positions of leadership in battalions, 
regiments, and divisions who attain an admission grade in the national 
examination for admittance to an institution of higher learning undergo a 
change in their method of thinking and the make-up of their kmowledge. 


Speaking about long-range plans, the director of education, Zhang Pengyuan 
[1728 7720 0337], told the reporter that the academy is preparing to set up a 
regimental management class, a grassroots management class, anda factory 
director class for the purpose of continuing to explore new avenues for the 
training of more modern managerial talent needed by military units and in 
civilian life. 
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MILITARY, PUBLIC SECURITY 


CHARACTERISTICS OF LOCAL WARS EXAMINED 
Beijing JIEFANGJUN BAO in Chinese 19 Dec 86 p 3 


[Article by Li Qianyuan [2621 0051 0337]: "A Cursory Analysis of the 
Characteristics of Limited Warfare of the Future") 


[Text] The 40 years since the end of World War II has been a time of rich and 
varied limited wars. Though these wars have been manifested in many and 
diverse ways, when looked at from different angles, they all exhibit, to one 
degree or another, certain characteristics of modern warfare. Since the 
1970's, in particular, the more than 10 limited wars that have attracted 
attention hold classic significance. Pondering the course of these wars 
enables one to find some major characteristics of future limited wars. 


Characteristic No 1: Limited Strategic Objectives and Decisive Combat 
Actions. Following World War II, the United States relied on its powerful 
military strength and its economic prowess to launch wars of aggression 
against Korea and Vietnam. These prolonged wars wrought a series of 
political, economic and diplomatic crises and greatly weakened the national 
power of the United States. During this period of time, the USSR engaged in 
hot pursuit to shorten the gap with the United States, surpassing the United 
States in some areas. Harsh realities forced the United States to take the 
path of limited wars in flexible response. Thereafter, an overwhelming 
majority of the limited wars that occurred in the world were guided by limited 
Strategic objectives, and combat actions consisted of quick battles to force 
quick decisions, the better to maintain favorable positions for military, 
political and diplomatic warfare. Of course, a small number of countries aiso 
sank into warfare quagmires in which the gains were not worth the losses. The 
USSR's invasion of Afghanistan, Vietnam's invasion of Kampuchea, and the war 
between Iran and Iraq were in this category. 


The forms in which decisive combat operations have been manifested have been 
Kaleidoscopic. There has been the decisive form of the American air attack on 
Libya consisting of an instantaneous strike, "taking action and leaving at 
once." There has also been the decisive action form of the American invasion 
of Grenada, spanning the ocean on a long-range raid and leapfrogging to effect 
a landing. There has also been the decisive form of the Israeli Army's 
invasion of Lebanon, pushing forward along mariy roads and making aerial 
penetrations. No matter the combat techniques employed, “acceleration of the 
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pace of combat in an effort to achieve victory in a short time" was an 
important principle followed in all. 


Characteristic No 2. High Technology, Low Intensity and the Complete 
Replacement of Traditional Time and Space Concepts. The swift development of 
modern science and technology has opened brand new vistas for limited warfare. 
Some people have described these combat operations as "testing grounds” for 
sophisticated weapons, which is no exaggeration. Both parties in combat try 
to apply to the entire process of warfare the results of sophisticated science 
and technology, thereby producing a qualitative leap in combat operations. 
Aircraft, which have long enjoyed a position of supremacy, and the 
invincibility of heavy artillery and tanks will be superseded primarily by 
high technology, low intensity warfare involving helicopters, tactical 
missiles and electronic warfare weapons. Large unit warfare will give way to 
“aerial warfare," "missile warfare," and “electronic warfare." Areas that no 
one thought about in the past will become major areas for military 
engage.ients. Traditional warfare time and space concepts will be replaced 
entirely by the development of multidimensional battlefields. One might say 
that modern limited wars are confrontations in which the finest in modern 
Science aid technology is gathered together. 


Characteristic No 3. Surprise Outbreaks of Warfare After Protracted Friction 
at Hot Spots. An overwhelming majority of the iimited wars that have occurred 
since World War II have erupted as surprise attacks. Nevertheless, this 
surprise warfare has broken out only following a long period of friction at 
hot spot areas. The friction has generally been attributable to one of the 
following four reasons: First has been a need growing out of political 
conflict, long inability to realize goals through political and diplomatic 
means escalating into war. Second has been a military clash after protracted 
struggle to maintain economic benefits in acertain area. Third has been a 
failure of negotiations to solve historical problems, a solution being sought 
through resort to arms. Fourth has been the launching of limited aggression 
by the United States and the USSR in order to effect glicbal strategic 
deployments. Such long-term friction at hot spot areas both set the stage for 
war preparedness and create a greater necessity for surprise in combat 
Operations. Surprise in warfare may be attained through the use of an 
atmosphere of “peace” to practice diplomatic duplicity, or may be cloaked in 
an “ally” feigning assistance while resort is being made to arms, or exercises 
May de used as a pretext for hiding battle intentions. With the advent of 
electronic jamming equipment, traditional methods of deceit have been replaced 
Dy advanced technological methods. However, advanced new materials technology 
has opened new avenues for "stealth methods.” All these things may be 
fermenting quietly into warfare in a false atmosphere of peace and prosperity. 
A limited future war may occur without warning right before-an adversary's 
eyes. 


Characteristic No 4: Limited Two Dimensional Scale of Warfare; Expansion of 
Combat Operations Into Three Dimensions. Limited strategic objectives mean 
battlefields of limited dimensions. However, even though the two dimensional 
scale of the battlefield may be limited, the extension of combat operations 
into three dimensions will broaden. The U.S. raid on Libya is a classic case 
in point. The targets of U.S. raids are frequently limited; however, combat 
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operations are garkedly three dimensional in nature. Reconnaissance satellites 
and communications satellites in outer space provide accurate intelligence and 
relay reliable information. High altitude fast combat aircraft seize air 
superiority and provide high altitude protection. There are early warning 
aircraft and electronic fighter planes at medium high altitudes, and attack 
submarines at sea to provide advance warning. On the surface of the sea, 
three aircraft carrier formations are arrayed in a line, and large sorties of 
shipboard aircraft rise into the air, one after another, to join long-range 
bombers in carrying out air attacks. The three dimensional nature of combat 
Operations sets the stage for a three dimensional penetration. Modern 
penetrations will be carried out at gaultiple levels and in all directions. 
Sometiges “high pressure” tactics will be used in a vertical penetration to 
"place a cap" in the air; sometiges “plucking the heart” tactics will be used 
in an infiltrating penetration to burst forth at the center; sometises 
concerted attack tactics will be used for breakthroughs at several points ina 
surrounding attack. Sometimes "three digensional thrust” tactics will be used 
in a multilevel penetration by land, air and sea in an attack from all 
directions. As a result, every target within the battle deployment area may 
be hit by the adversary'’s initial strike. 


Characteristic No 5: Crack and dighly Effective Combat Troops, the Course of 
the War Being Complex and Ever Changing. Excellently equipped, well trained, 
small compact contingents will become the main force in battle groups. By 
relying on special combat techniques, these giniaturized combat contingents 
will change the single stylized course of warfare. First, as “door openers” in 
Key areas, they can strike igportant targets by surprise, and rapidly widen 
the breach point. Second, as a "scalpel" used to strike at strategic points, 
tney can strike mortal blows against strategic points and paralyze the combat 
system. Third, as “steel hammers" used for smashing redoubts, they can use a 
combination of scft and hard tactics to seize enemy strongholds. Fourth, as 
"poosters” for speeding up the combat pace, they can open up new battlefields 
within the enemy's battle deployments to hasten the pace of combat. 


With the advent on the military stage of limited warfare as an entirely new 
development, traditional warfare concepts are bound to be fiercely assaulted. 
Faced with new challenges, we must change traditional ways cf thinking. With 
regard to the scale of warfare, we have to eradicate the influence of straignt 
line thinking that goes from the small to the intermediate to the large, and 
to the exceptionally large. In war preparedness, we have to make a change from 
the possibility of only having to deal with "fighting soon, fighting on a 
large scale, and fighting a nuclear war" to the possibility of naving to deal 
with limited wars and military assaults of many different kinds and on many 
different scales. In the organization of military units, we have to get rid 
of our unitary godel. We must set up many kinds of combined combet units, and 
make rational readjustments in the proportions of services and service arms as 
the international climate and political and gecgraphic conditions around the 
borders of the country dictate in order to meet combat needs imposed by 
different kinds of terrain, different settings, and different conditions. 
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MILITARY, PUBLIC SECURITY 


CYBERNETICS APPLIED TO AUTOMATION, COMMAND 
Beijing JIEFANGJUN BAO in Chinese 19 Dec 86 p 3 


[Article by Song Wenyou [1345 2429 0645]: "Important Levers For Bring About a 
Transformation of Command Methods; A Cursory Discussion of Control Devices 
Theory in Cybernetics"] 


[Text] Looked at in terms of command and control, warfare has been a history 
of changes in cybernetics and command techniques. The cl.ange from sole 
reliance on the ancient practices of sounding gongs and the beating drums, and 
the raising of flags and lighting of beacon fires to the invention in recent 
times of the telephone, the telegraph and radar has extended the antennas of 
combat command into a new time and space realm. With the advent of the 
electronic age, the rapid introduction into command and control of new science 
and new technolegy has made urgent the necessity for theoretical postulations 
and methods ari techniques for solving problems in using the newest 
scientific aid echnical achievements to raise command efficiency and the 
quality of coatr 1. It is under these circumstances that control device theory 
came into being to meet needs. 


Control device theorv is the application of mathematical methods information 
theory and electronic technology within military cybernetics to study, design 
and operate machines for the automatic processing of information, as well as 
the interaction between men and machines, using electronic computers to effect 
military unis command and control automation. The widespread application of 
control device theory has hastened replacement of military command and control 
equipment; development of command and control systems has changed with each 
passing day; and new ground has been broken in the transformation of command 
and control methods. It is in this sense that people term cybernetics an 
important lever for bringing about a change in command methods. 


First is an acceleration of combat command system automation. Modern warfare 
is a completely new kind of warfare in which space is extended, information is 
expanded and time is "concentrated." Commanders have to deal with countless 
matters, grasp the total situation, and triumph over the adversary within 
minutes ana seconds, so command techniques that employ processing of 
information bv hand and visual observation will obviously leave too many 
things to be dealt with. Consequently, only with assistance from control 
device theory and the adoption of automated command systems, relying on the 
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close coordination of advanced, modern intelligence systems, command centers 
and communications systems in the automation of the combat command process is 
it possible to collect and obtain battlefield information on a broad front and 
With high density; to completely automatically analyze and process information 
in a high quality way; to transmit data in large amounts and with high 
reliability; and to command entire military units with high consistency and 
nigh efficiency in order to win victory in battle. For example, the United 
States' global military command and control system includes approximately 40 
Satellites, several hundred radar stations, and scores of extremely early 
warning aircraft. It employs numerous large and highly efficient, multi- 
purpose computer banks, has 130 communications exchanges, and is to be 
deployed in 80 countries and more than 100 regions to form a continuous 
network of more than 3,009 command posts. Reportedly, during the fourth Middle 
East War, the United States learned that seven Soviet airborne divisions had 
gone on alert. The United States National Military Command Center used this 
strategic C3I system to issue an alert command to all associated headquarters 
and special headquarters. Within 3 minutes, this command was transmitted to 
every American military base, facility and ship around the globe. To a 
certain extent, this served as an effective deterrent to the Soviet armed 
forces. 


Second is Expediting the Smartening of Weapons Contrcl. As smart computers 
become practical, "transplant" of some of the functions of the human brain to 
combat weapons will become a reality. According to cybernetics, the 
assimilation of research achievements in new technologies such as nattern 
recognition, and the interfacing of men and machines will produce smart 
control devices that serve as "nerve centers" for tanks, aircraft, artillery, 
and missiles that possess a certain amount of ability to reason and make 
judgments. They will be abie to unerringly determine tne enemy's situation, 
track targets and process information i~ a battlefield situation of myriad 
changes taking place within the twinki' of an eye, and to effectively take 
the required combat actions. Thus the pons control process will be imbued 
with greater intelligence and information, increasing weapons combat 
Capabilities scores of times or hundreds of times over, and making a war of 
the future markedly smarter. An example is the new "yellow jacket” anti-tank 
missile being deveioped by the United States that is fitted with a smart 
control device that employs pattern differentiation techniques. Without the 
use of gunners to control flight and without a guidance station to provide 
direction and control, it is able to eliminate all kinds of jamming messages 
and not be deceived by deception devices, accurately identifying the enemy and 
attacking him. 


Next is Making Partial Battlefields Man-free. In a future war in which new 
nuclear, biological, chemical, acoustical, laser, and electronic weapons are 
assembled in a single area, the unprecedentedly high pressure created by the 
increased brutality, complexity and hazards will be far greater than the 
psychology and phys*o.ogy of military personnel can bear. The pitting of 
forces and the matching of wits under these circumstances will require the use 
of all kinds of advanced combat tools, control devices, and command equipment. 
Without doubt, under the impetus of cybernetics, robots that serve as 
artificial control devices will one day be thrown into battle. Inevitably, 
they will create a "fine" battlefield environment that leads to making the 
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battlefield partially man-free, some combat personnel being pulled back from 
the blood and fire of the frontlines to "rear areas" in which the safety 
coefficient is greater. Remote sensing, telemetry, and remote control will be 
used to move various kinds of unmanned automatic combat equipment, life and 
death battles being fought on a television screen. Foreign military forces 
are currently accelerating research and development of "nuclear robot combat 
units," and “desert robot combat corps" that are able to fight in adverse and 
dangerous circumstances such as under nuclear conditions, in desert areas and 
under water. The United States is also planning to establish robot armored 
forces, which are envisioned for use primarily to wipe out the enemy and seize 
territory. All this demonstrates the splendid prospects for the application 
of control device theory. 


Advanced combat tools and command and control equipment have always been the 
main methods sought by military men to free themselves. With the penetration 
into the military realm of artificial intelligence technology, large amounts 
of smart equipment that is able to learn by itself, organize itself, adapt 
itself, and repair itself will fili battlefields. It goes without saying that 
in a future war in which information and intelligence are automated, the light 
of cybernetics will be very much needed to illuminate the way leading to 
victory. 
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MILITARY, PUBLIC SECURITY 


BRIEFS 


SHENYANG MR ANTITANK BRIGADE--A certain unit's anti-tank brigade is 
garrisoned in the Horgin Grasslands. The organization this brigade is 
subordinate to is dispersed over a dozen-odd locations in Nei Mongol, Jilin, 
and Heilongjiang. [Excerpt] [Beijing JIEFANGJUN BAO in Chinese 21 Jun 87 p 2] 


NUCLEAR, CHEMICAL DEFENSE WAREHOUSE--Beijing, 16 August: The PLA‘'s first 
vertical warehouse for NBC defense equipment and parts has been established by 
the Beijing MR and is now operational. This warehouse utilizes high racks to 
make efficient use of space and employs micro-computers for management. 
[Excerpt] [Beijing JIEFANGJUN BAO in Chinese 17 Aug 87 p 1] 


MISSILE UNIT LACKS LEISURE ACTIVITIES--Unit 80590 of the Second Artillery 
Corps [China Strategic Missile Force] is highly dispersed and has difficult 
living conditions, and has lived in tents in mountain valleys for many years. 
To satisfy the cultural needs of the soldiers and cadres, this unit has spent 
3,000 yuan on every dadui since the beginning of the year to outfit the 
soldiers’ musical groups. [Excerpt] [Beijing JIEFANGJUN BAO in Chinese 16 
Aug 87 p 2] 


PHOTO OF BLACK HAWK USED IN TIBET--A Chengdu Military Region Air Force 
transport regiment has actively assisted the Xizang Military District in 
supporting border defense outposts not accessible by road. Under the poor 
weather conditions of the high plateau, they have conquered many difficulties 
and have safely delivered materials to their destinations on numerous 
occasions. The photo [of a Black Hawk helicopter, not reproduced] shows 
civilian workers loading goods on 10 July. [Text] [Beijing JIEFANGJUN BAO in 
Chinese 14 Aug 87 p 1] 


SIMULATED NUCLEAR BLAST TRAINING--An apparatus which simulates the instanta- 
neous lethal and destructive effects of a nuclear blast was successfully 
tested on 26 July at a certain training ground in the Nanjing Military Region. 
At 1530, following the firing of a signal flare, there was a brilliant flash 
on the horizon and a huge fireball rose into the sky. This was followed by 
deep thunder as white smoke and a pillar of ground dust formed into a mushroom 
cloud. Microwave receivers fitted atop weapons, vehicles, tanks, and 
fortifications displayed the simulated destructive effects on the targets. 
The test clearly showed that this type of equipment can make lifelike 
simulations of the instantaneous lethal and destructive effects of various 
size nuclear blasts and can test the actual degree of protection possessed by 
fendui in the exercises. This equipment was developed, after repeated 
testing, by the Nanjing MR Chemical Defense Department with the support of the 
PLA General Staff Department to improve training under nuclear conditions. 
Specialists involved feel that this achievement fills a gap in PLA training 
simulation devices. [Text] (Beijing JIEFANGJUN BAO in Chinese 12 Aug 87 p 1] 
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IDEOLOGICAL PROBLEMS IN 2D ARTILLERY HQ--A prominent point of ideological 
rectification carried out by Second Artillery Corps [China Strategic Missile 
Force] Headquarters during July was to decisively oppose individualism and to 
properly take a macroscopic stand when dealing with small problems. In recent 
years, individualism among a number of comrades in the 2d Artillery 
Headquarters has increased. Some of them overly compare responsibilities, 
ranks, and salaries, and some do not abide by organizational decisions, not 
retiring when they should, not demobilizing when told to, and not accepting 
transfers to other units. Since June of this year, headquarters has carried 
out the spirit of the army-wide political work conf2rence and has _ told 
Organizational cadres to diligently inspect their personal conduct and develop 
this into criticism and self-criticism. The CPC committee held discussions on 
several acute problems brought up by some comrades. Everyone clearly 
differentiated between right and wrong and consciously applied the virtues of 
a revolutionary soldier's spirit of contribution and self-sacrifice to create 
standards of conduct. After rectification, the headquarters CPC committee 
drew up near and long term plans for ideological education, improving Party 
life and creating a new climate for organizational work. [Text] [Beijing 
JIEFANGJUN BAO in Chinese 14 Aug 87 p 1] 


COMMUNICATIONS INTERFERENCE SUPPRESSOR--Lanzhou, 12 August: China's first 
communications signal interference suppressor has been successfully developed 
and recently passed technical certification in Lanzhou. For many years, since 
the strong signal from a locale's transmitter would interfere with a local 
receiver, making it impossible to send and receive simultaneously and 
affecting the real-time nature, flexibility, and efficiency of communications, 
improvements in the volume and quality of communications were limited. An 
interference suppressor jointly developed by the Lanzhou Military Region 
Signal Repair Station and the Xibei \elecommunications Engineering College can 
solve this deficiency and facilitate two-way communication, improving a radio 
Station's signal support capability under all conditions. In addition to use 
On mobile vehicles, this techno »%gy can be applied to aircraft and ship 
communications, and also has uses in medical and amplification systems. 
[Text] [Beijing JIEFANGJUN BAO in Chinese 13 Aug 87 p 1) 


BONUSES FOR POL CONSERVATION--Jinan Military Region units have progressively 
increased their savings of POL. In 1985 there were 10 directly supplied 
elements in the MR which had a combined overconsumption of 756 tons, while in 
1986 they saved a surplus of 387 tons; consumption in the first two quarters 
of this year was 1,160 and 1,417 tons less than the same periods last year, 
respectively. Last year the Jinan MR inspected 77 of its elements which 
supply or consume POL, and listened to opinions about the contract system. As 
a result, it revised the bonus system, and stipulated that surplus POL could 
be retained by the user, surpluses could be applied to the following year, and 
elements cited by the MR as being advanced in POL conservation would receive 
an additional bonus worth 10 percent of their quota; for every kilogram of POL 
saved by an individual, the bonus is 0.08 yuan. After implementing the system 
this year whereby the three PLA services mutually supply POL based on 
location, some suppliers felt that the more they supplied, the greater their 
losses. The Jinan MR issued a new regulation to perfect this system, 
requiring the MR to pay 5 yuan for each ton of POL supplied to another 
service, and 10 yuan for each ton supplied over quota. [Excerpts] [Beijing 
JIEFANGJUN BAO in Chinese 11 Aug 87 p 1] 
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PERMANENT FORTIFICATIONS ON VIETNAM BORDER--Crude trench caves on the 
frontmost lines at Laoshan are currently being replaced with sturdy, permanent 
defense fortifications. Trenches, machine gun emplacements, and observation 
posts are being rapidly constructed from reinforced concrete. An engineer 
unit is working under a 3-4 meter high camouflage net, surrounded on all sides 
by minefields. This unit has already carried more than 3,000 tons of 
construction materials to the site on their backs, the daily per man load in 
one of the companies reaching 1,280 kilograms. Eight enemy direct fire 
artillery fortifications can be clearly seen 2,000 meters away. [Excerpts] 
[Beijing JIEFANGJUN BAO in Chinese 10 Aug 87 p 1] 


NEW CROSS-COUNTRY VEHICLE--On the eve of 1 August Army Day, the General 
Logistics Department of the Central Military Commission sent a congratulatory 
telegram to Chengdu Military Region Logistics Department Factory 7436 for its 
successful test development of the new SL-213A cross-country vehicle. It is a 
modified Beijing Type-212 cross-country vehicle, is a suitable command vehicle 
for division and regimental front line commanders, and can also be used for 
all types of field survey work. At the evaluation held in Beijing on 14 July, 
it received high praise and approval from Central Military Commission leaders 
Yang Shangkun, Yang Dezhi, Zhang Aiping, Yu Qiuli, and Hong Xue:hi. [Excerpts] 
[Chengdu SICHUAN RIBAO in Chinese 3 Aug 87 p 1] 


NANJING BRIGADE TRAINS IN NORTHWEST--During June, a mixed brigade of a certain 
Nanjing Military Region unit held surface-to-air missile firing exercises in 
the desert of the great northwest. Zhang Shifa [1728 0013 4099] is the 
brigade commander and Lu Yucheng [0712 3768 2052] is the chief of staff. 
[Pictured are two CSA-l missiles, one being launched--FBIS] [Summary ] 
[Nanjing XINHUA RIBAO in Chinese 3 Aug 87 p 4] 
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EAST REGION REGIONAL 


XU QIN'S PARTY RECTIFICATION SUMMARY REPORT 
Nanchang JIANGXI RIBAO in Chinese 15 Jul 87 pp 1-2 


[Speech by Comrade Xu Qin [6079 0530], secretary, Jiangxi Provincial CPC 
Committee: "Conscientiously Review Party Rectification Experiences, Continue 
to Promote Party Building"; given to the Jiangxi Provincial Party 
Rectification Work Summary Conference on 1 Jul 1987] 


[Excerpts] Comrades: As a representative of the provincial party committe 
and of the provincial party rectification leading group, I shall give youa 
report under the heading "Conscientiously Review Party Rectification, Continue 
to Promote Party Building." 


In observance of the decision of the CPC Central Committee on party 
rectification, party rectification in Jiangxi Province began in December 1983, 
and was carried out in three stages and 5 groups, starting at the top and 
proceeding downward. Throughout the province, 108 units under the direct 
administration of the provincial government, 11 prefectural (municipal), 101 
county (city, district), and 36,880 basic-level units of the party 
Organization as well as over 1,150,000 party members participated in the 
present party rectification. 


The concrete achievements of party rectification throvghout the province, 
lasting for somewhat over 3 years, are evident in the following five areas: 


1. Improved ideological and political quality of party members, more 
effective implementation of the party's political line, as valid since the 3d 
Plenary Session of the 11th CPC Central Committee, and the hig’ degree of 
identity with the Central Committee in political awareness. 


Since the 3d Plenary Session of the 11th CPC Central Committee, our party 
restored the political line of Marxism and decided on a series of important 
general and specific policies. However, due to the protracted influence of 
erroneous leftist ideologies, some comrades did not sufficientiy understand 
the political line adopted since the 3d Plenary Session of the 11th CPC 
Central Committee, r mained confused, and had misgivings about the general 
principles and policies of reform, opening up, and invigorating the domestic 
economy. A few comrades even mistook these policies for the practice of 
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Capitalism. In the course of party rectification, our numerous party members 
engaged in a conscientious and very systematic study of the party's general 
and specific policies since the 3d Plenary Session of the 11th CPC Central 
Committee. They closely related such studies with the important changes that 
have occurred in the economic and political situation of their own areas and 
units. They made comparisons, discussed proper cognition and understanding, 
and consciously eliminated all vestiges of leftist thinkin,, thus deepening 
their understanding of the political line, principles, and policies since the 
3d Plenary Session of the 11th CPC Central Committee and heightening their 
firm determination and consciousness of implementing these policies. Asa 
consequence, our numerous party members displayed great initiative and 
creativeness in reform, opening up, and invigorating the domestic economy. 
Especially our rural party members were particularly outstanding as exemplary 
vanguard in the energetic development of commodity economy, in taking the lead 
in efforts to achieve prosperity, in guiding the masses toward prosperity, and 
in efforts to build up a socialist spiritual civilization in the rural areas. 


At the same time, effective assistance and education was rendered everywhere 
to those party members who had been unable to stand the painful tests of 
history or the corroding influences of capitalist thought, or who had become 
doubtful and wavering in their belief in the ideals of communism. Criticism 
was leveled against the erroneous way of "thinking only of money in everything 
one does" and of "readiness to do anything for money." Having started this 
year, positive education on the need to firmly uphold the four cardinal 
principles and to oppose bourgeois liberalization has made our large party 
better understand the two basic points in the political line since the 3d 
Plenary Session of the 11th CPC Central Committee, the understanding that tiie 
four cardinal principles are the foundation for the establishment and 
governance of the country, and the understanding that reform, opening up, and 
invigorating the domestic economy are the general principle and policy for 
building socialism with Chinese characteristics, and for increased strength to 
overcome and resist the erroneous ideologies from the left as well as from the 
right. 


Absolute repudiation of the "cultural revolution" is an important part in our 
urification of thought. Study of the decision on party rectification and of 
relevant documents of the Central Committee has deeply convinced the Standing 
Committee of the Provincial Party Committee that it is impossible to properly 
implement the party's political line, principles, and policies since the 3d 
Plenary Session of the 11th CPC Central Committee without an absolute 
repudiation of the "cultural revolution," and that it would be impossible to 
even talk about maintaining a high degree of identity with the party's Central 
Committee in one's activities. We are therefore determined to clarify the 
issue, expose facts, and propose in a clear-cut stand the elimination of the 
erroneous viewpoint of "Jiangxi was different" and of "one faction was 
correct"; we shall take the lead in relating to the realities and summing up 
experiences and lessons. We shall at the same time organize renewed study by 
our party members of the "Resolution" passed at the 6th Plenary Session of the 
11th CPC Central Committee and Circular No 9 of the Central Committee for 
Guiding Party Consolidation. We shall link these studies with our own 
personal experiences during the “cultural revolution, effect a thorough 
analysis of the erroneous substance and serious harm of the leftist theory of 
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"continuous revolution under the dictatorship of the proletariat," and press 
on in carrying out a complete breach with the "cultural revolution," ranging 
from theory to practice and from ideology to sentiments. Some comrades who 
have long harbored the views of "Jiangxi was different" and "one faction was 
correct" must be made to recognize clearly that both factions in the "cultural 
revolution" were wrong, and that there was no "difference" to speak of in the 
"cultural revolution" in Jiangxi. ‘omrades who had committed some mistakes 
have by now overcome their adamant refusal to admit guilt by claiming for 
themselves: "Being ordered to revolt, what wrong could we have done." They 
have conscientiously made self-criticism and relieved themselves of the load 
on their minds. Solidarity and trust have been restored with comrades who had 
engaged in internecine fights at some time in the past through heart-to-heart 
talks and additional personal self-criticism. As a consequence, stability and 
unity in the political situation have been further strengthened and developed, 
and all in Jiangxi Province has become increasingly united as one. 


During party rectification, party organizations at all levels have made 
strengthening the concept of party spirit among party members the central link 
in all efforts to improve the ideological and political quality of our party 
members. They conscientiously instituted education in party spirit and in the 
ideals and aims of the party, having persons with ideals lecture on ideals, 
persons with good discipline lecture on discipline, and persons with strong 
party spirit lecture on party spirit, thus providing understanding by means of 
reason and influence by means of compassion. Owing to their education, 
numerous party members enhanced their ideological awareness, strengthened 
their party spirit, as well as their resolution to serve the people 
wholeheartedly. Hardships must come before enjoyments, public interests must 
come before private interests, the interests of others must come before one's 
own interests, this excellent tradition has been revived and developed. Party 
members enthusiastically perform good deeds and do practical work for the 
masses, and there are many good party members who “accept personal loss, if it 
benefits the well-being of thousand others, and accept loss to their own 
households, if it benefits the well-being of the whole village." 


2. Party workstyle markedly improved after investigation and prosecution of 
large and ix«portant cases and rectification of unhealthy tendencies. 


Party organizations at all levels made investigation and prosecution of large 
and important cases and rectification of all kinds of unhealthy tendencies 
breakthrough points in the work of party rectification. During the first 
stage, the key objective had been the investigation and prosecution of 32 
important cases of serious misuse of official powers for private gain and 
serious violations of law and discipline. At the same time, issues involving 
some units and leading cadres building houses or occupying too much housing in 
violation of party discipline have been cleared up. Following stepped up 
correction of party workstyle, the provincial party committee formulated the 
"Resolution on the Correction of Party Workstyle" at the Second Session of the 
Eignth Provincial Party Congress. In January 1986, subsequent to the congress 
of cadres in organs directly under the Central Committee, the provincial party 
committee held a congress of 3,000 persons from organs directly under the 
provincial government in a large mobilization for rectification of party 
workstyle, and circulated reports on persons and facts in connection with the 
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commission of serious mistakes or the effect of evil influences, giving new 
impetus to the investigation and prosecution of large and important cases 
throughout the province. Unheaithy tendencies were basically stopped in 6 
cases. Since the start of party rectification, 1,088 large and important 
cases were investigated and prosecuted, involving 155 leading cadres of county 
and higher rank, among them 17 cadres of department, bureau, and higher rank. 
Investigation and prosecution of these important cases had an encouraging 
effect on basic-level units and on the correction of unhealthy tendencies in 
the wide rural areas. 


High and low throughout the province and people within as well as outside the 
party were particularly shocked by the strict investigation and prosecution of 
Ni Xiance [0242 3759 4595], former deputy secretary of the provincial party 
committee and provincial governor, for serious violations of law and 
discipline. The case provided a deeply realistic one-time education for our 
numerous party members and cadres on the topics of party spirit, party 
workstyle, party discipline, and the legal system. The lesson from this case 
impresses on us that leading cadres of the party at all levels must have the 
proper concept of power, must at all times firmly bear in mind that we are 
servants of the people, that we must exercise power only in wholehearted 
service to the people, and that we have absolutely no right to use the powers 
of office to satisfy personal greed, but that we must rather consciously 
accept supervision by the party and the people. Members of the Communist 
Party must under all circumstances have high regard for moral values and must 
lead a life above reproach. All must conscientiously reform their world 
outlook and must consciously use the proletarian ideology as norm and 
restraint in their own statements and actions. 


The focal point in rural party rectification in the various places was 
investigation and persecution of the "double serious" problems among a small 
number of party cadres, starting with the straightening out of financial 
affairs in the villages and effectively resolving issues about which the 
masses complained most and to which they most strongly reacted. First, the 
"double serious" matters among a small number of party cadres were 
investigated and prosecuted. Altogether 2,632 of such cases were investigated 
and prosecuted throughout the rural areas of the province, involving 27,676 
party members, among whom 10,891 were party cadres. Second, problems of 
erratic handlirg of finances were basically resolved. The financial affairs 
of all townships, towns, and administrative villages throughout the province 
were subjected to a one-time comprehensive readjustment, and a system of sound 
financial administration was set up. The sum of over © million yuan, which 
had been found misappropriated, diverted, or kept owing oy party members, has 
been refunded to 83.2 percent. Third, the custom of feasting and drinking has 
been restrained, and the custom of indiscriminate distributions of bonuses and 
materials has been investigated and properly dealt with. In most 
administrative villages the "special messes" have been abolished. Party 
cadres of first rank in townships and towns have returned over 480,000 yuan of 
bonuses and over 1.2 million itews of material, worth over 5 million yuan, 
that nad been issued in excess in the past. Fourth, the problem of a few 
party members having irregularly occupied arable land So build houses has been 
investigated and deal with. A total of 4,279 party members throughout the 
province had irregularly occupied arable land and built houses on it. The 


101 

















area involved measures 504,927 sq m, and the cases of 3,857 persons involved 
have appropriately been dealt with. An area of 446,378 sq m has been 
returned. Moreover, such evil practices as indiscriminate felling of trees 
and depleting forests, feudal superstitions, mercenary marriages, gambling, 
and clan hostilities, have aiso been restrained, and there has been an 
improvement in social intercourse between villagers and in the general social 
order and security. 


3. Organizational rectification has enhanced the buildup of leading groups 
and strengthened the fighting strength of the party organization. 


In the course of party rectification, party committees at all levels took the 
buildup of strong leading groups to be a priority issue. Before starting on 
party rectification, adjustments were carried out in those leading groups that 
were unfit to lead in party rectification work. During the party 
rectification, reorganization was carried out in those leading groups that 
were incomplete and that did not work harmoniously or effectively. Since 
party rectification was started, and during the readjustments, leading groups 
of county and higher rank were replenished with 9,003 new cadres, of whom 422 
were placed as cadres in prefectures, cities, departments and bureaus. During 
the party rectification in the rural areas, 384 leading groups in town and 
township party committees were readjusted, replenished, or strengthened. 
Before and during party rectification in the vil)ages, 3,539 leading groups in 
village party branches were readjusted, replenished, and strengthened. Through 
rectification, the composition of leading groups at all levels was greatly 
improved by bringing in more knowledgeable members, lowering the average age 
of members, and as regards community involvement. 


At the same time as the organizational rectification was carried out, leading 
groups at all levels worked energetically at improving ideology and workstyle, 
at raising ideclogical awareness, boosting revolutionary spirit, enhancing 
solidarity, and strengthening devotion to the cause of the revolution. Leading 
groups at all levels, furthermore, increased and perfected the various 
institutions of internal party life, and most effectively affirmed the system 
o”~ democratic centralism of the party, so that it is possible to have 
collective discussions and resolutions on major issues. In the matter of 
improving workstyle, leading cadres at all levels have been increasingly 
brought to accept the concept that leading means serving, and to acquire 4 
strong habit of involving themselves closely with the basic levels, of 
investigating and studying, and of doing a good job of actual work. The old 
Ways in public offices when "doors were difficult to enter, people were hard 
to find, face-to-face meetings were impossible, and nothing could be 
accomplished" have been changed, and productivity has been rais‘i. Even more 
gratifying is the fact that members of the leadership in many places and units 
have closely involved themselves with actual practice, have had the courage to 
explore, to open up new naths, and have shown creativity, having thereby 
actively contributed to our reform and economic construction. During party 
rectification, the party grew by an additional 124,000 new members throughout 
the province, and very effectively solved the problem for intellectuals who 
had found it difficult to join the party, also brought about a change, to 
varying degivees, in the personnel of rural cadres in that they are no more 
"mostly inclined to ve old and uneducated." During party rectification in the 
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rural areas, organizations, such as the Communist Youth League, the Women's 
Federation, and the militia, were subjected to a corresponding rectification. 


4. Through investigation of the "three types of people" the check of party 
registrations, and through organizational dispositions, the party organization 
Was purified, and the advanced character of the party was effectively 
maintained. 


In the clearing up of the cases of the "three types of people" in Jiangxi 
Province, outstanding successes have been achieved in the renewed 
comprehensive clearing up of these cases, conducted on the foundation of 
invesvigation and prosecution of over 4,000 persons, who had engaged in 
beating, smashing, and looting and had been adjudicated and disposed of in the 
"two law cases." 1) Cases of a group of "three types of people" and persons 
who had. committed serious errors were finally settled. Throughout the 
province, 1,933 persons (including 532 persons from institutions of higher 
education "with records on file") had been the targets of investigations and 
had their cases taken up for investigation; all investigations have by now 
been completed in all these cases. In the case of 1,833 persons, or 94.8 
percent of all cases taken up for investigation, cases have been completely 
concluded. Among the cases that have been concluded, 134 persons were of the 
"tnree types of persons", and 650 were persons who had committed serious 
crimes. Among the persons designated as "three types of persons" and persons 
having committed serious mistakes, 589 had been party members, of whom 228 
were expelled from the party or denied party registrations, while 339 were 
punished by party disciplinary measures. The problems of 248 persons from the 
rural areas of the province, who had been subjected to clearing up procedures, 
have by now been fully investigated and disposed of; 54 of them were expelled 
from the party and 42 were refused party registration. 2) Large and important 
cases and cases of persons having died of unnatural causes during the 
"cultural revolution" were cleared up. Altogether 2,674 cases of large and 
important cases dating from the "cultural revolution" were combed out 
throughout the province, of which ‘9 were large and important cases which 
caused disasters that affected every locality in the entire province, and 
different final dispositions were made regarding all guilty parties. 3) The 
expression of political views by some party members and cadre employees and 
workers during the “cultural revolution" were checked. Through investigations 
it was clarified that the expressions of many party members and cadres during 
the “cultural revolution" laid a c-iid foundation for the future correct 
method of employing cadres. 


Party organizations at all levels upheld the principle of seeking truth from 
facts and strictly observed the procedures prescribed by the party 
constitution when penalties by the party organization were imposed and 
registration work was carried out that affected party members. Throughout the 
entire province, 2,240 persons, or 0.2 percent, were denied party 
registration, and 6,394 had registration deferred, accounting for 0.47 
percent. A total of 11,893 persons were penalized by the party organization, 
accounting for 1.04 percent, among these 810 persons, or 0.07 percent, were 
expelled from the party. A total of 195 persons had their status as 
probationary party members cancelled, accounting for 0.67 percent of all 
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probationary party members. As a consequence, the advanced character and 
purity of the party organization were maintained in better shape. 


5. Reform in depth and economic development was promoted. 


During rectification work in Jiangxi Province attention has always been paid 
to the correct handling of the relationship between party rectification and 
reform and economic work, such attention focusing on the conscientious 
implementation during rectification work of the general principles and 
policies of the Central Committee as these concerned reform, opening up, and 
invigorating the domestic economy, breaking down the state of seclusion, 
courageously opening up to. the outside world, and invigorating the domestic 
economy. We, therefore, promoted deepening the reform of our economic syutem 
in urban and rural areas, and worked for the continued and steady progress of 
the national economy in Jiangxi Province. On the foundation of our successful 
fulfillment, ahead of time, of the Sixth 5-Year Plan of the national economy, 
the national economy of the entire province again continuously and steadily 
advanced during 1986. 


Checking against the demands of the Central Committee's party rectification 
resolution, there are still some problems and shortcomings in the 
rectification work performed in Jiangxi Province. 


First, progress of rectification work was not even. Generally speaking, party 
rectification was somewhat more effective and more clearly evident in the 
counties and rural areas than at the provincial and prefectural levels. It was 
Somewhat better carried out in directly subordinate units than in units under 
dual control. Party rectification was imperfectly performed in about 10 
percent of units at the provincial and prefectural level, and to about 5 
percent in townships and villages of the rural areas; in some of these cases 
the work was done only in a perfunctory manner. During party rectification in 
these units there was insufficient exposure of malpractices and insufficient 
correction of existing negative factors and dark sides of things. rroblems in 
the leading group’ were not effectively resolved. Nothing was done in 
particular sgainst certain unhealthy tendencies in the conduct of business in 
business departments, a situation that has evoked very strong complaints from 
people within and outside of the party. 


Second, fulfillment of the four basic tasks of party rectification has not 
been sufficiently comprerensive. In isolated cases, influenced by emphasis on 
effort to "correct guiding ideology in business affairs," some units did not 
fully understand and were not capable of fulfilling the basic demarids of the 
party rectification. They concentrated most of their main energies on the 
discussion of specific objectives and future plans of economic development and 
the business affairs of their perticular departments or units, while giving 
insufficient attention to the other important issues in the area of 
establishing a unity of thinking. For instance, education in upholding the 
four cardinal principles was not pursued in any noteworthy way, attention was 
only given to correcting the trend toward leftist errors, while insufficient 
attention was given to certain erroneous rightist trends that actually 
existed. This led at one point to the emergence of the trend of bourgeois 
liberalization. Some comrades failed to make clear distinctions aiid did not 
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forcefully oppose this trend, some even went so far as to chime in what others 
said. Tne results of rectifying workstyle and strengthening discipline were 
also not sufficiently ideal. There was aiso excessive leniency shown in the 
registration of new party members aid punisament by the party organizations. 
Some places and units, influenced by the icea that “economics are the test of 
party rectification," erroneously assumed that as long as economic work shows 
Success, it also means that party rectification has been successful. Asa 
consequence, they relaxed party rectification work and thereby adversely 
affectec the comprehensive accomplishment of party rectification. 


Third, insufficient effort to consolidate the results of party rectification. 
Some units have the idea that once party rectification is over, everything is 
jus’. fine. Pectifications and refcras of items, that had shown up during the 
party rectification as needing such action, were not effectively pursued, so 
that it happened that in some issues that had basically been resolved during 
party rectification, things began to slide bark. 


Apart from those problems of party rectification that had aristn due to the 
above-related complex circumstances, there are some problems that are in 
certain ways related to the fact that in some cases guidance of certain work 
had not been provided firmly enough and not painstakingly enough, that we had 
not been sufficiently strict in our demands, that tnere had been no effective 
checking and supervision, and that some leading organs had been unable to set 
an example for their subordinated units. Although we have tried to make up 
and have done “hindsight” reviewing of these problems at the last stage of 
party rectification, a small number of units are still left with their 
problems not effectively resolved. In future, we must conscientiously resolve 
these problems in the course of our regular oarty building. 
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SOUTHWEST REGION REGIONAL 


CADRE SYSTEM REFORMS IN CHONGQING REPORTED 
Hong Kong LIAOWANG OVERSEAS EDITION in Chinese No 31, 3 Aug 87 pp 15-16 


[Article by Yuan Guanghou [5913 0342 0624]: "Creating Conditions for the 
Emergence of Expertise"] 


[Text] To meet the needs of the restructuring of the urban economic system, 
Chongqing has set about reforming the existing cadre system as early as 1983, 
with some preliminary successes. It has extensively broadened the channels of 
cadre appointment and promotion by allowing the selection, recommendation, and 
recruitment of competent people through democratic means and adopted such 
methods as the evaluation of political performance to make cadre management 
more scientific and legalistic. Moreover, leading cadres at all levels have 
been placed under the supervision of the masses. Over the past 3 years and 
more, a host of outstanding qualified individuals have emerged in Chongqing 
and the quality of cadres has improved significantly throughout the city. 


Creating an Environment for the Emergence of Expertise 


A major avenue for cadre selection and promotion in Chongqing is the 
establishment of a qualified personnel selection system of an open mass 
nature. One form such a system takes is a qualified personnel information 
center. In the center, 784 individuals, all leaders in government and party 
organs or the various professions as well as well-known party and nonparty 
figures, act as liaison men or women for qualified personnel. Last year and 
the year before, it took just two personnel-wanted announcements to these 
liaison men and women to identify 354 candidates for leadership positions at 
all levels. (The announcements also appeared in newspapers.) After 
examination, appraisal, and selection, 42 have assumed leadership positions 
above the county level. 


The second avenue consists of a variety of steps to create conditions for 
self-recommendation by qualified personnel. For instance, vacancies for 
administrative cadres at the township and town levels are now advertised and 
candidates are hired on a contract basis. During the past 3 years, the city 
has hired 4,927 cadres on contract, or 32 percent of all township and town 
cadres. Over 90 percent of these cadres have a senior middle school education 
or higher and 78 percent are younger than 25 years of age. Their selection 
has vastly improved the composition of the corps of grassroots cadres. 
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Moreover, leasing and contracting responsibility systems have been adopted 
extensively in small urban commercial enterprises, while society-oriented open 
bidding is gradually being implemented by large and medium-sized industrial 
enterprises under which individuals can submit bids for selection by the 
enterprises. Among party and government cadres, self-recommendation and 
recruitment systems make it possible for qualified individuals to distingvish 
themselves in the course of competition and take up heavy responsibilities. 
Since last September, the city has taken out newspaper advertisements to 
recruit directors for dozens of enterprises trying out various managerial 
responsibility systems. Anybody who is adept at management and reform-minded, 
irrespective of age and qualifications, may submit bids. After Hongyan 
Machinery Plant adopted an asset management responsibility system and invited 
bids in the newspapers, it received bids from 152 people with all kinds of 
expertise from across the nation. A few months after the successful bidder 
became director, the factory was already doing much better. 


Yet another channel involves gradually getting rid of the unit or department 
Ownership system and establishing a mechanism for the flexible and reasonable 
circulation of qualified personnel. As an urban center with a solid 
foundation in industry and commerce, science and technology, and education and 
culture, Chongqing abounds with diverse talent, the distribution of which, 
however, is highly irrational. On the one hand, many units are bloated with 
surplus qualified personnel who are therefore wasted. On the other hand, not 
a few units, particularly small and medium-sized enterprises and villages, are 
in dire need of qualified personnel, especially professionals. After the city 
launched a citywide qualified personnel exchange in 1984, more than 5,000 
scientific and technical personnel applied for transfers because of a mismatch 
between their current work and what they studied, and other reasons. So far a 
few individuals have been exchanged systematically. This kind of qualified 
personnel mobility does not advocate the use of "high pay" to steal the 
employees of another unit. Stability is taken into account even when a job is 
found that matches a person's training. Various steps have been taken to 
speed up the reasonable circulation of expertise. 


Open, democratic self-recommendation and the recommendation of qualified 
personnel have opened up a whole new world for the discovery of outstanding 
cadres. But a scientific evaluation process is still required to determine 
that the people who recommend themselves or are recommended are really well 
qualified. A method that Chongqing has fashioned through trial and error in 
recent years can be summed up this way: "Let the masses select a fine horse; 
let a hundred battlefields decide who should be general." Whoever 
recommended, whether by the secretary of the municipal CPC committee or the 
mayor, must be put through a series of tests and rigorous screening procedures 
to determine whether or not he is competent and should be hired. After he is 
selected, he will be subject to continuous evaluation as a basis for 
determining whether he should be promoted, demoted, or dismissed. 


For leading cadres in party and government organs above the county level, this 
evaluation process generally consists of the following hurdles: 
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Low-level opinion polls: Opinion polls are conducted at units where an 


individual has recommended himself, where people have been recommended, or 
where an election is due to take place to replace an outgoing group of 
officers. The polls are conducted by organization or personnel departments at 
a higher level. Usually he who obtains less than 50 percent of the votes of 
confidence cast cannot recommend himself or be a candidate. 





Various forms of group screening: Late last year the municipality mobilized 
young and middle-aged cadres above the office level in municipal organizations 
to work in suburban counties. In less than 1 month, 50 people recommended 
themselves and 25 were recommended. After surviving the first round of 
preliminary eliminations, 55 people wrote essays, conducted on-site studies on 
the districts and counties, drew up mock administrative programs, and took 
part in a debate on the programs. In the end, only 11 people were selected on 
their merits to participate in the high-level evaluation. 





High-level evaluation: Candidates for appointment as leading cadres in party 
and government organs above the district and county levels must undergo group 
competition and evaluation in a face-to-face session with an enlarged standing 
committee of the municipal CPC committee. 





Reforms in the cadre system have not only created a favorable climate for the 
emergence of outstanding people. Through competition that eliminates the weak 
and rewards the strong, they also constantly replenish and renew the ranks of 
the corps of cadres. To adapt to this situation, Chongqing has taken great 
pains to train a pool of reserve talent by establishing a bank of qualified 
personnel. 


The bank regularly consists of more than 400 people, with the city taking 
great care to turn them into multi-talented "all-around" personnel. In 
accordance with the principle of "supplying what is lacking," the municipality 
makes available conditions to help these people develop rapidly, using a 
variety of methods depending on the individual involved. They may be given 
heavy responsibilities, sent to the party school or other institutions of 
higher education, or dispatched to the grassroots or outside the province to 
serve as deputies to office chiefs. 


Continuously Making the Evaluation of Performance of Senior Cadres More 
Scientific 


Since last September, Chongqing has conducted a comprehensive democratic 
appraisal of 656 leading cadres at all levels in batches and by stages, 
testing their ethics, competence, industriousness, and performance. In 
addition, a few enterprises, districts, and counties have also subject the 
performance of cadres who were elected, appointed, or hired, to various kinds 
of scrutiny more or less thoroughly. This kind of appraisal provides a new 
approach to strengthening the democratic supervision and performance appraisal 
of leading cadres and represents a major reform in the cadre management 
systen. 


Learning from outside experience and its own research, Chongqing has 
formulated five uniform components (political and ideological quality, 











knowledge component, level of competence, work performance, and physical 
fitness) and 18 elements measuring the five components in detail. The 
political and ideological component, for instance, consists of seven elements: 
ideological ethics, service orientation, devotion to one's work, sense of 
principle, policy standard, democratic style, and magnanimity. Level of 
competence also consists of seven elements: all-around analytical ability, 
decision-making ability, organizational ability, coordinating ability, the 
ability to know one's subordinates well enough to assign them jobs 
commensurate with their skills, innovative ability, and written and oral 
communication skills. There are four grades for each element and each element 
is assigned a value in accordance with its importance. The perfect score for 
all 18 elements is 100. These items are all included in the "leading cadres 
ethics and competence appraisal form" and a uniform set of detailed 
regulations on the evaluation of the various elements has also been published 
to facilitate appraisal. 


This kind of democratic appraisal combines quantitative with qualitative 
evaluations. With the help of the computer and other modern technologies 
making possible billions of highly accurate numerical calculations, the city 
has been able to store the final results in the computer forming a cadre 
quality database, thus paving the way for the standardization, 
institutionalization, and modernization of cadre selection and cadre 
management. 


A truly democratic and scientific cadre performance appraisal system does more 
than pass judgment on the deeds and misdeeds of cadres fairly and objectively. 
More important, it subjects the leading cadres to organizational and popular 
supervision, highlights strengths, corrects weaknesses, and furnishes a 
popular basis and an objective foundation for improved cadre selection and 
development. On the basis of scientiric and democratic evaluation, therefore, 
we must reward, punish, promote, or demote the cadres appropriately ina 
clear-cut manner. This is the only way to encourage cadres, inspire public 
confidence, and gradually create a positive and healthy climate where 
qualified personnel can compete. 


To encourage the cadres and inspire public confidence, Chongqing circulated 
notes of commendation praising the 30 cadres who obtained the best appraisals 
through democratic evaluation and presented them with prizes of a 
commemorative nature. In addition, it promoted the handful of cadres with 
exceptionally outstanding performance one notcn up the salary scale. It also 
took proper measures to deal with tne 32 veadres who have done relatively 
poorly, depending on the circumstances in each case. For instance, some were 
required to correct their shortcomings within a set time but were allowed to 
remain in their posts. Some were suspended from their jobs and sent to the 
grassroots for training. Some were reassigned as research personnel or to do 
otner work. Yet some were demoted. During the first quarter of this year, 
elections in all districts and counties were based on the democratic 
evaluation of 234 leading cadres in party and government organs at district 
and county levels. As a result, the city promoted 9 outstanding cadres and 
demoted or reassigned 27 cadres of whom the masses were most critical or who 
were otherwise found to be unqualified. According to incomplete data, of the 
more than 3,000 cadres appointed since organizational reform began in the 
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city, over 200 have been removed from their original leadership positions on 
the cotrength of democratic evaluation. Some people say that democratic 
evaluation indeed puts pressure on people who are inert, lack motivation to 
improve themselves, and want permanent jobs from which they cannot be removed. 


12581 
CSO: 4005/941 


110 











NORTHEAST REGION REGIONAL 


STRENGTHENING OF PARTY DISCIPLINE, SUPERVISION URGED 
Harbin HEILONGJIANG RIBAO in Chinese 26 Jun 87 p 2 


[Article by Wang Mingzhu [3769 2494 3796]: "Strengthening Party Discipline Is 
Vital to Long-term Party Rule and National Stability"] 


[Text] China is in the midst of a historic stage of reform, economic 
invigoration, and opening to the outside world. Party construction, too, 
faces many new issues. Political discipline inside the party must be 
tightened and internal party supervision must be strengthened. This is the 
only way to bring about steady improvements in the party's fighting capacity 


to enable it to discharge the heavy responsibility of leading socialist 
modernization. 


Historically, all proletarian parties have taken this matter seriously. Lenin 
pointed out that after the party came into power, party members would wield 
power, but unlimited and unsupervised power readily bred bureaucratism, which 
was highly damaging to the party and posed the gravest threat to party- 
building. In view of this, Lenin established an industrial and agricultural 
inspection agency soon after the party came into power and laid down 
regulations to effect supervision from the bottom up. Owing to certain 
conditions at the time, however, they were largely ineffective. After the CPC 
led the entire people in seizing power and became the ruling party, it faced a 
Similar challenge. For a considerable period of time, the party was highly 
disciplined. Later, though, with the rise of the personality cult, internal 
party supervision became inoperative and democratic centralism wa3 seriously 
impaired, thus affording an opportunity for a handful of careerists to usurp 
high positions. Hence the unmitigated disaster of the "cultural revolution." 
A nation has its own laws; a party, its own discipline. In the CPC, all 
members, including leading cadres in key positions, must accept internal and 
external supervision and restrain their conduct in strict accordance with the 
party constitution and regulations. There must be no exception. Discussing 
this problem, Comrade Stalin noted, "If we proclaim one set of rules for 
leaders and another set for the rank and file, then we will end up with no 
party and no party discipline worth the name." History proves time and again 
that the equality of party discipline is an important guarantee of a party's 
progressive nature and fighting spirit. Party members free from party and 
nonparty supervision and the restraints of party discipline will jeopardize 
party causes, often in direct proportion to the seniority of their positions 
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and the importance of their duties inside the party. The party has never had 
room for members who put themselves above party disci,line and beyond 
Supervision. 


When it comes to tightening party discipline and strengthening party and 
nonparty supervision, basic, all-around, stable, and long-term institutions 
are necessary. As Comrade Deng Xiaoping says, "To get rid of the ‘special 
\rivilege' mentality, we need to solve institutional as well as ideological 
problems." Nobody can violate the party constitution and party discipline. 
Any violator will be subject to disciplinary measures. There must be a mass 
Supervision system to allow the masses and party members to supervise the 
cadres. Most important, there must be a specialized body to carry out 
Supervision and inspection with complete impartiality. We have worked out a 
set of effective procedures from our long years of practice in revolution and 
struggle. In the light of shifting work priorities and changing 
circumstances, however, these procedures, which include the party's 
organizational setup, work system, and cadre system, among others, now seem 
far from adequate. Particularly when it comes to the party's leading cadres, 
there should be a complete, strict, and detailed system that links the top to 
the bottom and brings together the party and people outside the party. There 
is no guarantee that individual leading cadres within the party will not 
develop problems in their ideology and work style. But if a sound system is 
in place, problems may be easily solved. This is the only way to ensure 
healthy development for the party and long-term peace and stability for the 
State. 
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TAIWAN 


INTERVIEW WITH KANG NING-HSIANG 
Hong Kong CHENG MING [CONTENDING] in Chinese No 117, Jul 87 pp 27-31 


[Interview with Kang Ning-hsiang [1660 1337 4382], member of the Central 
Committee of the Democratic Progressive Party, and Member of the Taiwan 
Legislative Yuan by special correspondent Cho Wen [0587 2429]: "An Interview 
With Kang Ning-hsiang"; date and place of interview not given] 


[Excerpts] Reporter: Why would the Democratic Progressive Party [DPP] launch 
mass opposition to the National Government's action of replacing the Emergency 
Decree with the National Security Law? 


Kang: The Emergency Decree originates from the Emergency Law, which 
prescribes the conditions under which an emergency decree may be issued, and 
once decreed, the law also has clear provisions as to the territory to which 
the emergency applies. The Emergency Decree has 12 articles. One condition 
which is explained in these 12 articles is: What has to be done at the end of 
the emergency? It prescribes that after the emergency conditions shall have 
ended, the Legislative Yuan shall pass a resolution to request the President 
to lift martial law and immediately declare the end of the emergency, and from 
the day the emergency has ended, normal conditions shall be restored. It does 
not say here that at the end of the emergency it must be replaced by a 
National Security Law. Does it? It does not! The Kuomintang [KMT] did not 
immediately lift martial law to declare return to the original state of 
things, and that is already one violation of law. Today, they even want to 
replace the emergency with a so-called National Security Law, that is why the 
DPP is opposing the National Security Law. 


What is this so-called National Security Law of the KMT? This law too has 
only 12 articles. Take Article 2 as example: No person may violate the 
Constitution or advocate communism or the separation of national territory in 
the exercise of the people's freedom of assembly and association. What talk 
is this! In all their 40 years on Taiwan, has the KMT ever implemented the 
Constitution? Never! Is that correct? The KMT's 40-year anticommunist 
policy had brought it nothing but a crushiig defeat. If it would have been a 
success, they would not have been defeated by the communist party and forced 
to flee from the mainland to Taiwan! Now the KMT wants to publicly write into 
law this very policy that had been one of defeat. Is that not most absurd? 
Who are they to talk about not to advocate "Separation"? In the last 40 
years, it was the KMT that has created a state of separation, engendered a 
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consciousness of separation, now they want to forbid anyone else to think of 
separation. Where is the logic in this! 


Also look at Article 9 of the National Security Law; that article is even more 
inconsistent with the Constitution, because the Emergency Law prescribes that 
in cases of rebellion and treason committed during the period of emergency, an 
appeal shall be allowed as from the second day after lifting of martial law. 
But the mentioned Article 9 disallows any appeal. Is that not preposterous? 
We demand a return to the Constitution and don't need any National Security 
Law. 


Reporter: Does the 19 May demonstration, marking the 39th anniversary of 
opposition to the promulgation of the Emergency Decree, mean that the DPP will 
from now on emphasize the "mass line" and escalate street demonsirations? 


Kang: Let me first answer the second question. To protest 39 years of 
Martial law, the DPP mobilized the masses for a street demonstration, that is 
what the so-called "19 May" is. The Emergency Decree, which the KMT issued 
under the authority of the Emergency Law, controlled ail political activity on 
Taiwan. It was only when reaching the 38th year, that an opposition party for 
the first time made a weak protest. That was last year's demonstration at the 
Lungshan Temple. At that time the "tangwai" could mobilize only a few scores 
of people. Moreover, the entire place around the temple was blockaded by 
military police, so that nobody could move. Only in the 39th year, that is on 
19 May of this year, a social force was mobilized for the first time in the 
name of a political party, the DPP, to make a show and demonstrate their 
protest. We may be seen as late-comers among politically developing 
countries, but though we are somewhat late in coming, the demonstration at 
least achieved two purposes: First, through mass action this time, it was 
brought home to everyone on Taiwan under what strict kind of emergency decree 
Taiwan finds itself; the educational effect of this message was considerable. 
Second, among democratic societies holding demonstrations is generally a legal 
right, but in Taiwan it is regarded as treason and heresy, and even as a kind 
of political taboo. The present street demonstration legalized and normalized 
a right that formerly used to be regarded as something "illegal," and attached 
a positive value to it. From now on, the KMT cannot willfully repress the 
legitimate rights of the people like before. 


Referring back to the first question, as people generally see it, the present 
Opposition movement on Taiwan is of two kinds: One is the moderate 
parliamentary line seeking reform of the organizational system; this line is 
mainly supported by civil service personnel. The other is the revolutionary 
mass line, seeking reforms outside the system. Party workers and the new 
generation are representative of this faction. Some people overseas believe 
this force is the one to be encouraged. People of the first-mentioned !.ind 
are derided as opposing the mass movement, of giving prior consideration to 
the public offices they hold, and of opposing any radical political reform. 
However, in quantitatively successful mass movements of the last few years, 
were they run by party workers and the new generation? Of course not. 


The present circumstances are such that any opposition party can absolutely 
not limit itself to be only parliamentary reformers, because Taiwan is not 
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like Japan and the United States, countries with certain institutions, with a 
foundation of public opinion and democracy, conditions which make it possible 
to have purely parliamentary reforms. In Taiwan, we are not living in a truly 
democratic society. Look at our laws; they were formulated in the 1940's and 
are outdated. The large majority of representatives of the people's will are 
not required to be reelected, and these legislators, who need not be 
reelected, take advantage of their unchanging majority to legislate all our 
laws and rule the people. This is certainly not consistent with the idea of 
modern political democracy. Finding themselves in this abnormal environment, 
the proponents of purely parliamentary reform will never be able to realize 
their goal of reform. You have to use the means of social movement to awaken 
the people, mobilize social forces, and smash this abnormal parliamentary 
system that has remained unchanged for 40 years without any reelections. 


Biased impressions and incorrect conclusions from observations of Taiwan's 
democratic movements during past years, must not delude us to conclude that 
all government personnel are only for parliamentary reform and are cold toward 
social movements, that would be factually wrong. Take myself, for instance, 
for the last 10-odd years, I spent a lot of time touring the whole province, 
getting together with people in political movements, encouraging and assisting 
them in election contests and also running many magazines--from TAIWAN 
CHENGLUN (TAIWAN POLITICAL COMMENTS] to PASHIH NIENTAI [THE EIGHTIES]-- 
arousing the masses. I even went overseas, and was even concerned about 
having the Taiwanese devote themselves to the democratic movement. If you 
would regard me only as a proponent of the "parliamentary line," it would not 
quite agree with the facts and would also mean twisting facts about Taiwan's 
political movement. 


Reporter: This year's 19 May demonstration left the impression that the DPP 
was not prepared for all the changes that could occur and had no plans to cope 
with the consequences. After being surrounded and blocked by police, the 
demonstrators were helpless. Was that not the case? 


Kang: The DPP's principle was to stage a peaceful protest demonstration. All 
who hoped to see a bloody confrontation must certainly have been disappointed 
on 19 May. In its program, the DPP clearly states that it is a democratic 
party which hopes to bring about a most substantive reform in the 
organizational system. To achieve this goal, the 19 May demonstration has to 
be a peaceful one. Please consider, a new political party, not quite halfa 
year old, wishing to stage a large-scale demonstration against the KMT's 40 
years of martial law, at a time when the power of this new party has not yet 
been established, and also not yet able to count on the complete trust of the 
entire society, that indeed is a great challenge. First, how to form a bond 
between all party members throughout the island? Second, how to gain the 
support of party members and groups ii: the Legislative Yuan? Third, how to 
gain the support and sympathy of the people in all strata of society? Isn't 
that so? The DPP had an opportunity at the last demonstration to test its 
actual strength. The result shows that we achieved our objective, that is an 
immense achievement. 














Reporter: It seems the proponents of the mass movement line are in dominant 
position in the DPP, internally, some people even suspect you. What do you 
have to say to them? 


Kang: Inside and outside of Taiwan, there are indeed people who hope for a 
comprehensive revolution. Looking at the political problems of Taiwan with 
this kind of mentality and attitude, my tastes are of course not for their 
stomachs. 


Reporter: Some have criticized the DPP that they are internally nothing else 
than groups and factions, striving for power and profits, and there are only a 
few who are really democratically minded. What do you think of it? 


Kang: Persons who pursue democratic political movements, have of course to 
form groups and parties. Without a party, it is impossible to get going in 
politics. Right? When organizing a party, there will of course be what you 
May call factions. Right? That is a fact, and is also normal, why criticize 
the DPP for factionalism? Is there any political party in the world that does 
not strive for power and that has no factions? That is a normal state of 
things and must not be criticized as a kind of abnormality. Isn't Japan 
practicing democratic politics? Are there not factions in the Liberal- 
Democratic Party? Are they not striving for power? And in Great Britain and 
the United States, which everybody reveres so much, it is the same, right? 
Saying that we have no democratic liberal mind, and to hope for us to acquire 
an even broader mind, that is quite alright. If some say we have not had 
enough training, have not enough experience in political democracy, we agree 
with that. We have to exert all our efforts, and no matter what, the goal we 
strive to achieve is always: democracy and freedom. 


Reporter: At the present stage, it seems the DPP lacks a set of theoretical 
principles, a kind of guiding ideology, thus cannot satisfy tne actual demands 
of society, do you think there is a need for this? 


Kang: A party that relies on the will of the people, need not, in my opinion, 
first have a theory or guiding ideology. Of course pursuing political 
democracy requires a theory, but the will of the people is more important. If 
it were a communist totalitarian country, an ideological guiding theory would 
be most important, but in a democratic country this is not absolutely 
necessary. 


Reporter: As a proponent of the parliamentary line you face the huge majority 
of KMT legislators in the Legislative Yuan, there is a great disparity of 
power. Do you believe that you are of any great effectiveness? Are you not 
frustrated? 


Kang: I take the Legislative Yuan to be: 1) a parliament for political 
debate; 2) a political classroom; 3) a political battlefield. As to the 
parliament for political debate, I play the part of a proponent of 
parliamentary reform. As to the political classroom, I regard myself as a 
student of politics. As to the political battlefield, I am 2 promoter and 
practitioner of democratic politics. At these three different political 
levels, I demand of myself to play these three different roles. At present, 
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the Legislative Yuan is a very important political center, if we would not 
utilize it to play our part in it, we would have to be regarded as very poorly 
qualified political activists. 


Reporter: In recent years, the National Government adopted a string of 
measures: it lifted its ban on political parties, lifted martial law, and 
proclaimed it will soon lift its control over newspapers. This has evoked a 
strong reaction in Taiwan and abroad, and the image of the KMT of almost daiiy 
becoming more and more enlighte:ed is heightening its international 
reputation. The opposite is true with the Chinese Communists, whose 
reputation is steadily sinking after their "Anti-Bourgeois Liberalization" 
movement. Actually, a democratic, free, and stable Taiwan is China's hope, 
and it is earnestly hoped that all people on Taiwan, whether of the party in 
power or not, will highly cherish this state of things. But Teng Hsiao-ping 
once said, if Taiwan ever shows a separatist mood, and wants to separate from 
China, China does not exclude the use of armed force against Taiwan. How 
great do you think is this possibility? 


Kang: The string of measures taken by Taiwan has indeed attracted the 
attention of the world. Chiang Ching-kuo is suddenly giving the world the 
impression of being an enlightened person, and the KMT may be said to be the 
biggest winner. Of course, if all these pronouncements are implemented, 
Taiwan will indeed be lucky! Everybody hopes that these measures will rapidly 
get to the stage of concrete and thorough execution. We not only welcome 
them, but will earnestly promote then. 


Speaking of the idea of separating, in this issue I believe the Chinese 
Communists bear a certain amount of responsibility. First, from the time 
their party was founded to the time they seized power, the Chinese Communists 
have all along encouraged and supported Taiwan's independence. There is proof 
of this in official Chinese communist documents. Second, after the KMT moved 
to Taiwan, the Chinese Communists have never taken the people of Taiwan as a 
politically relevant party; they have only taken the KMT as rulers of Taiwan 
as politically relevant. This is a very ironic fact. Only after the Chungli 
incident erupted during local elections on Taiwan in 1977, they began to 
notice that there was on Taiwan a grassroots force of democratic movement, 
based on a considerable measure of popular will. Then only, the Chinese 
Academy of Social Sciences in Peking, the Amoy University, and other places 
set up research departments for the study of the Taiwan problem. During that 
period, the Chinese Communists still only limited themselves to observations. 
Last year, when the DPP was founded, and showed successes at the polls, it 
aroused attention throughout the world, and only then did the Chinese 
Communists >Degin a phase of politically utilizing the people of Taiwan. In 
that period, three Chinese communist personalities--Hu Yao-pang [5170 5069 
6721}, Peng Chen [1756 4176], and Teng Hsiao-ping realized the strength of the 
DPP among the masses and in great surpris:>, for the first time, directed their 
propaganda at the people of Taiwan, and also for the first time used the term 
"Taiwan authorities and Taiwan compatriots" as politically relevant parties, 
but "patriotic compatriots" refers to pro-codmunist Taiwanese who support the 
communist party. Only after instituting this new policy, they appointed Chang 
Chun-nan (1728 2504 3948] and Huang Shun-hsing [7806 7311 5281], who had 
absconded from Taiwan to the mainland, as member of the Standing Committee and 
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member of the Political Consultative Conference. In view of the development 
that their policy toward Taiwan had undergone, on what grounds could the 
Chinese Communist criticize any separatist mood on Taiwan? They have no such 
right, isn't that true? In the coming days, the DPP will certainly be able to 
play an important role in the change of the political power structure on 
Taiwan. If there is a big change in that structure in the next 3 or 5 years, 
then good, what do you, Chinese Communist, want to do about it? This is the 
crux of the matter. Will you still go on as in the past and disregard the 
Taiwanese as politically relevant party? Also, how many more years have you 
still, Teng Hsiao-ping? Will there be somebody like you after you die, 
capable of holding on to all party, political, and military power? If by any 
chance there is nobody, how much time will it then require to reestablish an 
integrated structure of all party, political, and military power? If there is 
no such person, and there is internal fragmentation, will you, Communist 
Chinese, still have strength to take care of Taiwan's affairs? I believe you 
will not. Since you will not have the strength, don't prattle about it! 
Also, after you, Teng Hsiao-ping, returned to power, China too opened up to 
the world, and its people were allowed a measure of freedom and enjoyments in 
their lives. But after you die, will your successors be capable of 
maintaining this open policy? If not, would there be any reason for Taiwan to 
go with you? The above analysis has its historical reasons, there are these 
three elements that have manifested themselves in the Chinese Communists’ 
abilities and political moves. The Chinese Communists should stop making 
empty statements and political propaganda every day, that is no use. 


Reporter: In his interview with foreign guests, Teng Hsiao-ping has recently 
pointed out that Taiwan has shown a trend of gradually leaning closer toward 
certain countries, for instance Japan. It is obvious that the Chinese 
Communists are concerned. Do you see that as a warning? 


Kang: It shows that Teng Hsiao-ping does not understand Taiwan's situation, 
and since he fails to understand, he should not talk nonsense. Actually, the 
Japanese during their 50-year rule of Taiwan made the same mistake as the 
Chinese Communists in never accepting the Taiwanese as the most important main 
political component on Taiwan. During the 40 years that the KMT had succeeded 
the Japanese on Taiwan, the Japanese still did not treat the people on Taiwan 
as the main political component. The parties with whom the Japanese deal are 
still the KMT and the Chinese Communists. Judging by 90 years of history, how 
could Japan be friendly toward the DPP? Furthermore, the new generation of 
Taiwanese below the age of 40 have no connections at all with Japan, also 
mistrust the Japanese. Now tell me, how could Japan have an influence on 
Taiwan? Don't you worry, Teng Hsiao-ping, a thousand times, don't you worry! 
The self-confidence of the Taiwanese people is very high, we have our own 
proposition, this hope the CPC will be able to understand and will be able to 
face. 


Reporter: Are you satisfied with the present development of the DPP? 


Kang: In half a year's time, the DPP has been able to attract national and 
worldwide attention, has been able to engender this kind of impact on Taiwan 
politics, and has been able to function in a supervisory role toward the KMT, 
it seems to me, I should be satisfied. There are of course many points that 
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justify criticism, and there are mary shortcomings to amend, but, overall, I 
am satisfied. 


(The present text has been reviewed by Kang Ning-hsiang; it has been only 
slightly abridged) 
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TAIWAN 


PROFILE OF CH'EN CHIN-JANG 


Hong Kong KUANG CHIAO CHING [WIDE ANGLE] in Chinese No 176, 16 May 87 pp 64-65 


[Article by Liu Chuan-yen [0491 0278 7159]: "Viewing Taiwan's Personnel Policy 
From The Angle of the Sudden Rise of Ch'en Chin-jang"] 


f*xcerpts] Ch'en Chin-jang [7115 6858 6245], chief member of the Taiwan City 


Headquarters of the KMT, is one of the KMT's high-ranking officials who is a 
Taiwan native. 


Over the past several years, Ch'en Chin-jang's "throne" as chief member of the 
KMT party headquarters of Taipei City has been terribly "shaky." As early as 
the Taipei City assemblymen elections in 1985, it was once widely known that 
the "summmi" wanted to drop Ch'en Chin-jang, who had lost more than seven 
seats for the KMT since assuming office. However under the "strong 
protection" of Sung Shih-hsuan [1345 2514 6693], then chairman of the 
Organization Work Committee of the KMT, he was "left in his post but put under 
observation." In the 1986 total gain in the central popular representatives 
election, Ch'en's showing was mediocre, and therefore he again faced the 


crisis of being dismissed and replaced, a crisis he handled without 
difficulty. 


It is understood that Ch'en Chin-jang was once put on the namelist of those to 
be transferred. Unexpectedly he was helped by a "distinguished, high-ranking 
person." Different than the one before, the "backer" this time was bigger, 
being Ma Shu-li [7456 2885 4409], who advocated letting him remain at his 
post. His reason was that, although Ch'en Chin-jang's showing was mediocre, 
his work style was "steady, solid, smooth, and sound," and his individual 
image was not bad, so he could still be "trial-used" for a period of time. 


The main reason that Ma Shu-li stretched out his hand to Ch'en Chin-jang, it 
is said is because after Ma Shu-li, at the beginning of 1985, took over the 
post of secretary general of the KMT Central Committee, Ch'en Chin-jang 
immediately "respectfully invited" Ma Shu-li to inspect local party affairs in 
Taipei City. When Ma Shu-li arrived at the KMT Headquarters in Taipei City, 
besides receiving a "hero-style" welcome, the simple, direct, and to the point 
brief reports and materials at the KMT headquarters in Taipei City, and the 
orderliness of the paper operations, left him with a profound impression. In 
addition, Ch'en Chin-jang has always had a "honeyed" tongue. For the 79-year- 
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old Ma Shu-li, who is old enough to be his father, this naturally made a 
rather deep impression, and it was the beginning of a judgment of "good" in Ma 
Shu-1li's mind. 


Since Ch'en Chin-jang has maintained his present position, and before 1990 
there is no possibility of the "effect" of an election changing his post, the 
general thinking is that Ch'en Chin-jang will at least be able to pass his 
days in "security." 


More than 10 years ago, in Taipei County Ch'en Chin-jang was a common "small 
contractor" in construciton. After accumulating some deposits in the bank and 
having some "qualifications" to run for office, he was first elected chairman 
of the people's representative assembly of the small city of Yungho, and later 
he entered the elections for representative from Taipei County in the 
"National Assembly." In local political circles, he began to show a brand-new 
talent that many person' had never expected in their wildest dreams. It was 
really not at all strange that he leaped up to become the chairman of the 
Organization Work Committee of the KMT Central Committee and the chief member 
of the KMT Headquarters of Taipei City. Ch'en Chin-jang deeply understands 
the KMT's basic nature, and thus his performance became a model of a "darling 
baby," and everywhere he ingratiated himself with the higher authorities. 
This naturally made possible his steady rise. 


Party workers in KMT Headquarters in Taipei City often point out that Ch'en 
Chin-jang has neither learning nor boldness, and he is the model of a 
businessman who makes careful calculations and strict budgeting in using 
money. However, in certain "investments," he is a "great calligrapher," and 
coupled with his image as a "darling baby," he is really a rare "talent" 
under the KMT's current system, so that it is not fortuitous that he can 

stand erect and firm. 


Kuan Chung [7070 0022], the chief of the Taipei party headquarters before 
Ch'en Chin-jang, is the son-in-law of Chang Kuo-ying [1728 5478 5391], former 
vice minister of the "Ministry of National Defense" (former chief member of 
the "Youth Auxiliary Socity"), but he is utterly different in nature from 
Ch'en Chin-jang and many of his practices run completely counter. Thus Kuan 
Chung does not like Ch'en Chin-jang. In former times, when it was once widely 
know that Kuan Chung would take over as chairman of the Organization Work 
Committee of the KMT, many people could not help being breathless with 
anxiety, some of them thinking that once Kuan Chung took over the KMT's 
Organization Work Committee, Ch'en Chin-jang would certainly, if not "dead," 
be "wounded," that is to say, even if he did not become stir-fried squid, it 
was feared that he would not pass his days well. Only people at the side of 
Ch'en Chin-jang said that, when everybody was breathless with anxiety for him, 
Ch'en Chin-jang himself did not consider it significant in the slightest and 
did not pay attention to the rumors of Kuan Chung's "promotion." Later, Kuan 
Chung indeed was unable to take over the Organization Work Committee, and many 
people suspect that Ch'en Chin-jang, based on his analysis of the KMT's 
nature, which he understood, early on knew that Kuan Chung would not go to the 
Organization Work Committee of the KMT Central Committee, and therefore he did 
not consider the rumor significant. If this was truly the case, Ch'en Chin- 
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jang really deserves to be called a "Wulin past master" in today's Taiwan 
political circles. 


Kuan Chung has a reputation as the KMT's "super general." When in an election 
battle, he stops at nothing, even making use of graduate students in school to 
launch black leaflet offensives, which not only pollutes the pure student 
thinking, but also sabotages the harmony and unity of Taiwan's society. 
However, with regard to Ch'en Chin-jang, although his practice seems 
completely different from Kuan Chung's behavior, if there is something he 
cannot get them then his behavior is not very different. If looked at purely 
from the viewpoint of election battles, he is still not as good as Kuan Chung. 


With regard to these two men, who are fundamentally unsuited to be high-level 
party workers in the KMT, during the KMT's big personnel reshuffle in 1987, 
Kuan was dropped but Ch'en was retained, a fact that fully shows that the KMT 
has more of a liking for meek "sheep" like Ch'en Chin-jang. 


Precisely for this reason, many high-level party workers in the Taipei 
Headquarters of the KMT generally despise Ch'en Chin-jang. They put it this 
way: Thinking of those years when so-and-so was a general secretary or special 
committee member in an A-grade post of a party headquarters in a "city 
directly administered by the yuan," Ch'en Chin-jang was nothing more thana 
small chairman of the people's representative assembly of Yungho City. 
Compared to the positions of working personnel in KMT Headquarters, at the 
most he could only be considered a B-grade guide. Unexpectedly, his luck 
turned, and in a very short period of time Ch'en Chin-jang flew up on a branch 
and turned into a phoenix, becoming his own immediate superior. It would have 
been better if Ch'en Chin-jang had real ability and true learning; 
unexpectedly he didn't even have the "three axes" of Cheng Yao-chin, so how 
could he genuinely convince people? Therefore, the morale of many party 
workers in the Taipei KMT Headquarters has fallen, already to a serious 
extent. In their minds, personnel promotions and hard work seem to have no 
relationship, and if one wants to be promoted one must go another way. 


Ch'en Chin-jang of course knew of the dissatisfaction in the hearts of these 
high-level party workers, but his way of dealing with them was different than 
that of Kuan Chung. In the past, Kuan Chung's method of dealing with 
dissidents, if it was not "driving them out" it was giving them the "freeze," 
naturally causing stronger opposition and dissatisfaction. But the method 
adopted by Ch'en Chin-jang is to receive these "elders" cautiously, not 
Stinting at pacifying them with good words. Under the concept of "stretching 
forth the hand but not hitting a man with a smiling face," these persons had 
to grudgingly suppress their full rage and resentment, and continue "to go on 
tolling the bell as long as one is a monk"--do the least that is expected of 
one. 


However, in the KMT some "clear-principled" party work cadres early on thought 
through the key question of personnel promotions in the KMT. They point out 
that, with regard to a model of a "darling baby" such as Ch'en Chin-jang, they 
neither learn from nor can teach; each person has his own ambition, which 
cannot be achieved without great effort. Under this personnel system of the 
KMT, to let a man such a Ch'en Chin-jang make rapid advances in his career 
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precisely shows one's own "backbone" and the lamentable state of Taiwan's 
current personnel policy! 


Making a further analysis, someone pointed out that another factor in Ch'en 
Chin-jang's "success" is the fact that he is a man of Taiwan Province, and 
that "one's native place is good." In other words, he conforms to the 
ordinary person's so-called "high Taiwan youth" qualification, that is, a 
Taiwan political figure in power truly must be flattering to young Taiwan 
people. Ch'en Chin-jang, who is about 50 years old, has been the chief member 
of the party headquarters of the "city directly under the yuan" (meaning 
Taipei City) for many years, and he could be said to be a model “high Taiwan 
youth." As for the many high-level KMT party work cadres who are very 
talented, many of them mark time in an A-grade post for 30 years, after which 
they "leave office, return home, and retire." 


The KMT says again and again that it does not have a regional concept, but the 
children of influential officials originally from other provinces one after 
the other "land vacancies." To placate the people in this province--Taiwan-- 
the KMT promotes out of order some "endearing" figures without any ability at 
all, like Ch'en Chin-jang, leaving behind party work cadres who have shown 
real talent. This being the case, how can it not cause more problems? 
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